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Qenai‘e Penel z‘a Revzew fﬁarﬁes on Lhief of C.I }3 J

ByJU‘DI’I‘H‘ﬁILLER

= Sprcial i The New York Tirses
WASHINGTON, July 17— The Senate
Intelligence Comumnittee today ordered
its staff to review charges of financial
impropriety against William J. Casey,
Director of Central Intelligence, "
““We have decided, relative to Mr.
Casey, toaskmr’egalstaﬂtolookmto
whatever matters might be hanging,”
sald Senator Barry

e

Intelligsnce. ;.

* " oped
) Aﬁaaclosedcﬁrmmitteemeeﬁng, the |- “said In an Interview. -

Arizons Repudblican told reporters that
the inquiry would {focus on Mr. Casey's
financial dealings, specifically on what
hecalled “the Louisiana transactions.”
This was an athusion to a court finding
that ¥r. Casay had helped to drive Mul-
tiponics Inc:, an agribusiness concern
.:hatwmtbanhuptinw’il *deeper and
deeper into debt”™ and had. knovingly
misled investors fu the company. -
.. Other commitiee members said that
the review would also focus on searity

procedures. at the intelligence agency, |-

and on. the reiaticeship between Mr.
Crsey and Max C. Hugel, the agancy’s
former chief of clandestine vperations.
Mr. Hugel, a3 Reagan campaign official
with little experierce in Intelligence, rev
signesd Tuesday in the vrake of charges
_ that ©e had participated in frauvdulent

- seruritizs transactions in the 1570°s, Mr.,

Huogel has dented theallegations.

andry;omlmmeﬁlady-
Mr. Goldwater said that the inquiry

would begin immediately. Two bours) -
cussad” the charges. relating

later, Stanley Sporkin, the C.I.A.°s gen-
eral counsel, met with the intelligence
committee stalf’s . majority, and mi-

]

Idwater, chair-| &
manoftbeScnateSel, Cnmmitteeon -

nority - dm:ctora to dmcms pmduzm
for the.review. Another meeting i3
scheduled early pext week, a commxuze
official said.

At the same time, Senator Goldwater
expressed confidence in Mr, Casey and
said that he should not resign. Similar
sentiments were expressed by the Sen-
ate majority leader, Howard H. Baker
Ir..of Tannesses, an e:; ofﬂdo member
of the intelligence pane
1 support him, and I will continus to
support him unless information Is devel-

,...4,«

N LR T
~Both: Mr.. Goldmater and Mr. Baker
attempted to play down the sericusness

‘ol the the inqmry, calling it a “'review,””

not a formal “investigation.”” However,
neither precliuded a change of heartora

further- investgation~of - Mr. Casey,.

should there be addmonal chargas of

impropriety. - :
Atthe White Hme, David R Gergen,

" President Reagan’s senior spokesman,

said that Mr. Reagan was  'very firm"
Mcxpr&ing confidence In Mr. Casey.

MZ"
wuuld “cooperate with Tegard to what
questicns the committee might have,”
but added that thera was coacern at the
White House that *'this oot be blown out
of proportion.” ..

Mr. Goldwater agreed, saying *The
press has made a mountain cut of a

-molehill. Now wait until the hill gets biz..

Wait until the bugs start crawling out of
it,and thmymmayhavesomathmg,

youmay not.'”

Mr. Goldwata said e had nct dis-
to Mr..

Casey or Mr. Hugel with President Rea-
gan. He added, bowever, that he would

to indicate m.hcrwise » Mr. Baker

said that the White House

draft a report to Mr. Reagan when the
raview was complete.

Despite his’ calm dereanor tcaday,
Mr. Goldwater, like cther mamber:s,
was sald to have been “furious,”” ac
cording to a commitiee member, a
Mr. Casey’s failure to inform the panel\
about Mr. Hugel’s difficulties and abou
the iatest developments in Mulupmics
investors’ charges agalnst him.

Mr. Goldwater aclmow!edgad today

that he bad ra.ised the xssuewim Mr.j_

Casey. : : 2
’ “Im!nkhedid trytogeth:touchthh
me,” Mr. Goldwater added, *but 1 was.
nct avadablew.ﬂym:hemkmd Ry

hr_»_.- NS Rt g ...4_._"'“
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Face Possible

Senale Probe

By George Lardner Jr.
Washington Post Statf Writer -
The Senate Intelligence
Committee has begun a pre-
liminary inquiry into allega-
tions of financial misconduct
by both CIA Director Wil--
liam J. Casey and his former
chief of covert - operations,
Max Hugel. AR
Senate  Majority ;- Leader
tioward H. Baker (R-Tenn.),’
an_ex - officio member; said

view of “the whole package”
- of varipus accusations involv-
inz the two men in unrelated
cases. ST
~ “Yes, I'd sav he’s in trou-
-ble,” Baker initially told re-
" Poeters  inquiring ~"about
- Casev's status. Moments lat-
r.” however, he amended ]
that as u bit too strong. He.
said “concern” was a better
word for the moment~ |
“A number of senatocs.
have expressed concern to
me” about Casey, Baker said,”
Hugel resigned as deputy
CIA dicector for operations
Tuesday moming after The
Washington Post - reported.
that two former Wall Streef.
stockbrokers who had busi--
ness dealings - with~Hugel
were accusing him of illegal’
or improper stock -trading-
practices in the early 1970s. _
At the same time, court.
rulings critical of ~Casey's
connections with a now- de--
funct New Orleans company,’
Multiponics-Inc., began sur-»
facing. N
In gne case involving Mul- |
tiponics, an agribusiness firrm.

Approved

- Ky.) said committee colleagues he'd;

which went bankrupt in 1971, a US|
appellate court wrote that Casey and;
other directors of the company had
driven it-“deeper and deeper into
debt.” The court stymied an effort
by the directors to claim part of the:
assets of the bankrupt companuy.
Then, in separate litigation, a fed-
‘eral judge in New York held in May
that Casey and the _other Multi-

ponics officers and directors had
knowingly misled potential investors
in a $3.5 million fund-raiging effort

for the company. _ ]

Other members of the Senate In-
telligence Committee told reporters
that a decision on a formal inquiry
will not be made until the staff re-
view is submitted, -

- Sen.” Walter' D. "Huddlestoqnm: (D~

spoken. to were “moré . concerned
about Casey than Hugel” ;%70 %
* Chairman- Barry Goldwater (R
Ariz.) could not be reached for com-
ment following a report that he had
told some fellow senators he felt
‘Casey “should“be removed as CIA
director.” Speaking for: Goldwater, -
Katherine Grammer said the senator

.denounced the report as “a malicious
lie” i ane o i
Committee sources.- said Casey
met ‘with Goldwater: privately Wed-
nesday, but did- himself neither
much good nor much harm. Gold-
water and others reportedly are cha- |
grined by the fact that the CIA
failed to inform the senators about
the Hugel matter before it appeared
in The Post. -~~~ 7
" Several Senaté sources said Casey
I8 remaining in the job only because
Reagan wants him to stay and only
if no more derogatory information
surfaces about his investment career.
Despite all the public disclaimers,
one source close to Sen. Baker said,
“the word is out that Casey is in
‘trouble, with Goldwater and in the
White House. Not with Reagan, but
in the White House.”. . - .
.. Sen. Lloyd Bentsen (D-Tex.), who
also sits on the Intelligence Commit-
tee, said the staff inquiry would also
include a look at the CIA’s security
procedures due to its failure to raise
evena mild alarm' about Hugels
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_ e CIA has a reputation for
making very detailed investigations,
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Bentsen told reporters. “I think £heyl
obviously did & very poor job in|
checking out a man for a very sen-|
sitive post.” . .
Another committee member, Sen,
David Durenberger (R-Minn.), said
he had “a bit of concern about Bill
from the beginning.” _
Durenberger said if Casey is
faulted for his judgment about
‘Hugel, he should be credited for his
selection of Adm. Bobby Inman as
the CIA’s deputy director. The
widely popular ‘Inman, a former
head of the National Security Agen-
cy and Goldwater's original prefer-
ence a3 CIA director, makes it easier
for the senators to contemplate
Casey’s departure. ~ - - - .,
White House chief of staff James
A. Baker III took what appeared to
be a carefully controlled slap. at
Casey ™~ -yesterday. Asked®” about
Hugel’s inexperience, Baker replied:
“We would hope that in the future
due consideration would ke giverf to-
professional expertise for this-posi--
. In connection with the Multi-|
'ponics case, Casey told The Wash-
ington Post. that he “never misled
anyone” in stock-offering circulars.
~“I didn’t prepare the circulars. I
had a technical responsibility as a
director,” he said. SR S
A review of court records, howev-
er, shows that the question of con-
trol over the contents of the circulars
‘has been hotly contested in the law-
suit. Casey served not only as a di-
rector of the firm but as corporate
secretary and legal counsel. - <.
An FBI agent checked “out’ the
Multiponics litigation file'at the U.S.
courthouse in New York City Wed-
nesday. A New York FBI spokesman|
.refused to comment, but Justice De-
partment spokesman Tom .DeCair
said later that the agent-had been
dispatched at the request of White
House counsel Fred F. Fielding. . - -
 White- House spokesman Larry
Speakes said yesterday: that' the
Multiponics litigation had . not-been
brought. to the president’s attention
last winter because Fielding, “in his
discussions with Casey, made a de-
~termination” that this was not nec-’
essary. DeCair-told - a-Teporter. that

‘to-read the May 19 ruling. 77 =
Staff writers Patrick- Tyler, Lou
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"By Henry S: Bradsher e

Washmgtcn Star Staff Wmer
- Senate Majority Leader Howard H =

Xt

Bakez:Jr said yésterday that the Sen-.
. ate Select Committee on Intelligence
: Plans an inquiry into charges that

+ CIA Director William:J. Case)uknow- .
. ingly misled" potent'almvestors ina;:

* 1968 business venture~s* -

'—‘:.w‘w

&

s: The committee already has
" Jaunched an investigatiénsinto CIA

personnel practices that made it posd.

sible for Casey's campaign protege,
Max Hugel,to become the head of

- the agency’s clandestine operat1ons~f

wnhom: -normal seeurity checksy 1

Hugel resigned- Tuesday?becauses.

of allegations of stock market wron- L

gdoings, which Hé, demed" ™

RRULRL S,

The committee-wag scheduled to

o'hold a closed meeung;today to héari |-

-8 report on Casey’s first six months
" as CIA director.. At the'time his. ap-.
‘pointment’ was’ confirmed by~ the "
_Senate, Casey:had promlsed to make

e

the report’“.‘sum AR

I
- Casey.was o-be out of town

= Bimll

today.

'however, ‘onattipthathe reportediy:
" had planned before this week’s con-s
troversy- arose. His' deputy, -Adm."

- .Bobby Inman, 'was scheduled to. re—

.'port to the-committee. ,

. ‘The allegation that: Casey mzsled
. investors; which he: hasdemed had:
‘been known when he was.confirmed s

‘but escaped scrutiny.at the*txmei It
- Hug:

rresurfaced in: the
| Tesignation: ;&

ST

il
“*1'_within_the agency, A person stbject to it would.

Reagan, Vice President George Bush and other
senior officialsreacted to it Wednesday by reaf.
{firming their support for Casey. - .

Another charge against Casey surfaced yester- :
day. Exactly a year earlier, a three-judge panel.
of the Sth U.S. Circuit Court of Appeals in New

Orleans had ruled unanimously that he and other " .

directors drove Multiponics Inc.,, a2 now-failed °
New Orleans farming venture, “deep and deeper. -
into debt” by managmo it in a pattern of self~ ;
interest." = w7he w

Casey's lawyer saxd Casey lost $150,000 as a re-"
sult of the ruling, which led to the company's re-
maining assets® emg 'divided among creditors. +°

Baker was asked by reporters yesterday about.
" the initial charge of misleading potential inves-.
tors in ’\/Iultxponxcs “I' guess the answer is thar_
there'sadegreeof concern about it,” he replied. .

“A number of senators have expressed con--
cern,” Baker said. “The [intelligence] committee
plans to make an inquiry inta that charge.”

Sources on the committee said such an inquiry-
had not been formally discussed before today's
meeting. “But; once the senatorsstart asking ques~
tions, it can go any way,” one-source said. -z,

The committee chairman, Sen. Barry-Gold-:
water, R-Ariz., was described by aides as not seek_-
- ing such aninquiry, contrary toearlier reports. %
Goldwater was reported to have been angryand -
pset: when first the Hugel case and then thei d

'charges against Casey surfaced.

“He was angry that he didn't get a ‘heads up *

- before-it hit,” one aide said, meaning a warning "

from the White House aiter it Iearned about r.he
Hugel problem: - A

- But after that Goldwater took the ammde thar,,
Casey s problem was up to the White House tohan--
“;dle, according to aides and committee staffers. A~
source noted, however, that “If the majority lead-

er feels that way [that an inquiry about Casey

. should be made], it’s likely to emerge in time.”

The inquiry on thé Hugel case is focusing on'
actions of the CIA’s Office of Security. Instead of -
the normal laborious investigation of anyone be--
. ing put into a sensitive job, Huvel gotonly a quick?

“ check that failed to turn up what Hugel later de-g

scribed as a blackmail attempt by his accusers: -
Blackmatil is considered a very serious matter--

normally be considered a poor- secumy rlSk and-

~ not gwen a sensitive’ posmon : ST S Ty

Huget had worked for Casey while Casey was'

" Reagan's: presidential campaign director. After -

operanons#-' L
cret actwmes.

-several months, Casey made the New Hampshire:
-millionaire businessman his: de%uty director for
the: pymaster I e CIA’s most se-

*F-‘X“v’“*’*"

Themappointment *appalled most:CIA” ¢ire r

" men:.There:was general satisfaction at CIA head- |

. quarters when Hugel was suddenly and unexpect-
edly replaced by one of their own, professional
CIA agent John Henry Stein, who had been a dep-
.uty spymaster for four years... . _.% e

" ! Senate committeesources saxd a prehmmazy re!,

port on:the investigation“into Hugel's cléarance
Is expected before Ongress goes on. vacatmn ear-
ly in August. Ehisite Hrdan
Washington StarStaf[ Writer Roberra H

/4
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: Loyal campaign aides don't

.‘)ne(:essariiy make Q)'oodl spymasters

THE REAGAN administration’s practice

of putting loyal campaign workers into high:
‘government posts is not working out well at
the Central Intelligence Agency. Nor is the’
.CIAitself working very well: If the agency’s
investigation of two prospective appointees’ .
_had be*en at all thorough, it would not now.

be involved in a mess that includes both the - -

CIA'ss oymaster and the agency s head man
himself. 5
The spymaster in questlon is Max Huoel
who was at one-time a student at th(‘
- University of Michigan and was active in
President Reagan’s. New Hampshire cam-
“paign and later in the national campaign
headqna"ters. There was widespread sur-
prise, even disbelief, when Mr. Hugel was
 picked two monthsago to be deputy director -

of operations at the CIA, a post that put him . .

in charge of clandestme operations and
) athennv worldwide intelligence. Now Mr.
Hugel has been accused of slipping inside
information about a firm he once headed to

two Wall Street brokers who.used the dope 115 to be surronnded by old friends. Ent he

to advise their clients.-
Mr. Hugel has already resigned and has
teen replaced by a CIA career man, much to.
“ the relief of a number of people inside and!
-outside the CIA. Mr. Hugel’s experience in-
: intelligence-gathering was one step above!
“that of a Boy Scout senior patrol leader.
The CIA dxrector, of course, is William J.;
Casey, the president’s' campaign manager!
-last fall. Coincidental with the accusationsi
. against Mr. Hugel, a federal judge has found'

. that Mr. Casey knowingly misled investors -

~in a farming corporation of which he was
secretary and a director. . ™ -
© Mr. Casey is still holding his posmon and

- it remains to be.seen whether President

“ Reagan will be sufficiently embarrassed by

- the new disclosures to'ask him to step down. -

The president is somewhat annoyed by
the fuss over Mr. Hugel, remarking that
“once again’ an accusation has been taken

- &s & conviction. The accusation was suffi- .

>

‘Hugsl

ciently strong, however, to stir enou gnrum-
bling so that Mr. Hugel was leared on
heavily to quit fast and minimize the dam-
age to the CIA and the administraticn. .

- The administration’s problems with Mr. -
“Casey, however, may turn out to be much-
_more serious. Hearings on his alleged com-.

phcxty in the corporate farming scam begant

after a:civil suit ‘was filed against him in:
'1974."In May, a federal court held that Mr.
Casey has “‘omitted and misrepresented
facts” to investors. Mr. Casey’s la wyers
haveasked fora rehearmg on that por ion of

the case.

", The CIA is an 1mportant mstrumpnt ofv-

govemment policy and has been badly dam-
aged- by revelations of unwise personnel

practices and meddling in the affairs of-
‘other nations. The attem pts to make it more -

effective are certainly going to be hampered
by the appointment of persons under suspi-
cion of fraud to run it.

Mr. Reagan cannot be faulted for wish-

should know a little more about some of
“them than he ev1dent1y does. ... ;

Cassy -
Mora shadows cast on the CiA
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R I . =
By- |
- Cricago Trbune Prass Servicer™ (i %3 555
WASHINGTON—Members-of 'the Se-
nate Judiciqry Committee are consider-
ing whetherto investigater the past busi-

- ness dealingsi. of CIA. director *William .
¢ Casey; - including: possible-dealings- with -

e

° nate, will,authorize fundsto conduct an- -

N

- Utah), ‘has conducted. investigations into econd critical court ruling concerning .*

; fugitive. financier-Robert Vesco. -+ 5 =i

A spokesman-forSem. Dennis DeCon-""
¢ini (D., Ariz.) confirmed that DeConcint

James -Coates # i - -

L
Casey.pd:= ... o
Deputy " White . House press secretary
Larry” Speakes said: that presidential - |
counsel Ered Fielding approved .Casey’s . .
nomination to head the Central Inteili...
gence: Agency after “reviewing” the
Multiponics ‘case.” ;' ‘

etain full ‘confidence fn Mr.

“These . matters came up in the pasi‘., as.
far back ‘as 1973, Speakes -said.
*'They've been the-subject of at least one

on Wednesday ‘began- **exploring”> 2nd possibly two Senate hearings.. They
. whether Republicans, who ‘control the Se-

‘investigation.

DeConcini, along with’JudiCiary Com- -

mittee colleague Sen. Orrin Ratch (R.,

--efforts by Vesco- to-influence - top- ad-

ministration figures- since the- Nixon
years. w00 S _
It was learned DeConcini started -

; negotiating with his colleagues after not-

ing that one company that joined Casey
in a controversial farm product scheme
between 1968°and 1971 was codfrolled by
Investors Overseas Services (I05); ‘the -

. mutual fund Vesco is charged with-loot:

PRI T

ing of more than $200+million.
JE R WY ’1‘...

108 REPORTEDLY owned nearly: 10 -

* per_cent: of the company; -Multiponics,

Inc., throughtan I0S subsidiary-~HT, a -
. Geneva-based'mutual fund...; - »+l- | -
;5 It was di

losed:; Tuesday:that a federal

) judges~in- New York ruled:in May that

.
¢
.
)
!
i

:
i

+

Casey had misled: Muitiponiesinvestors -
by not telling them that.large amounts of:
the.company s-agsets. wers, being used to

guarantee- his -own '

-OWN mortgage; - i
teacting to p*.:g

unl:'avo‘cabiw\cwfst ruling Wednesday, :}
n

Y,

Presidenf Reagan’said through a-spokes- v SEC probe of Vesco.
TN S SRR RN Y Fooogtoe na ’ ‘
s ?Quu;% ki =é’v§,’;vgy‘«'f B L P T L CAA FERORREL O

vy Wi B

'
-

*.CASEY :HAS been .confirmed by the-

.-.some; of these hearings he has been ques--}
' % tioned about' his role in urging-the Sec-
lished reports abouyt the £

were part of what we knew when Mr.
Casey was appointed to the directorship
of the CIA.” -

(Publicity about the New York ca'is.e-_nfj

was followed Wednesday by reports of a

Casey's management of DMMultiponics.

‘(I a*July; 1980, decision, the 5th U.S.
Circuit Court of Appeals in New Orleans °
ruled against Casey and other directors
of the firm, saying they had driven the,
defunct- corporation- “deep and deeper
into debt” by managing it in a “pattern *
of self-interest.’” R o
. (The Néw Orleans case involved an |
attempt by the directors to claim part of ;
the.failed-company’s. assets. A. court- -
appointed trustee for Multiponics opposed
the. bid, “ad ‘the appeals court upheld.
him.”An. appeals cpurt judge said. evi-
dence- supperts the contention that *“the
founding officers. and’ directors engaged
[in an.joverall patterz.of self-interest.t”) .

e

At

Senate forfour top-level jobs, and during ’

urities and Exchange Commission’s chief’
investigator, Stanley'SporkVivn,-t_o postpone

Approved For Release 2005/11/28 : CIA-RDPS1--009013000400180007-1
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ClA-gate: One

Few presidents escape office without being embarrassed
by the incompetence or dishonesty of some of their political v

appointments. It is one of the weaknesses of the system.- <

Nop background check prepared Jimmy Carter for the -
Bert Lance scandal, or Lyndon Johnson for Walter J enkins, -
or Dwight Eisenhower for Sherman Adams. President . :
Reagan, as we have mentioned here before, seems due for
ore than the normal share of embarrassments. The Ty

resident. unfortunately, has displayed myopic judgment
2bout many of his key appointments. - cre 03

The first to hit the fan since the flap over State Dept. T

nominee Emest Lefever resulted this week in the departure B

of Max Hugel, the inexperienced spymaster of the Central -
Intelligence Agency. . e PR N
With what appears to be an admission of guilt, Hugel .. &
resigned amid charges that he fed inside information to Tk
favored investors to manipulate the value of electronics.
stock. Hug2l protested that the charges by two former ~ °
business cronies were “unfounded, unproven and untrue;”
“Fhe speed with which he resigned, and the swiftness with
which his CIA boss, William J. Casey, accepted his ™ -
resignation imply otherwise. C
Hugel shonld not have been appointed to the job to begin

with. His qualifications seem to have been simply that he
was a self-rmade millionaire, fund-raiser and organizer in
the Reagan presidential campaign, and his chief supporter

~and defender was his boss. As cynical as it sounds, Hugel’s
inside wheeling and dealing was the first indication that he
might have more to offer the spy business than his
experience indicated. _ - _

 CIA Director Casey himself may be in for rough weather,
too. In a ruling that caught the Reagan Administration
napping, a federal judge in New York decided that Casey
knowingly participated in a 1968 investment fraud that

e 2 e A IS SISOV

ST G L A

down;onetogo

. On the heels of these unsettling disclosures, it was _
. revealed 24 hours later that three judgss in New Orleans
~ruled & year ago that Casey and others drove a now-defunct |

- earlier, but only 17 months. 50 much “or loyalty to an *‘old” |

“gmitted and misrepresented facts’ asout Multiponics ‘
Inc., a farming and land speculation oucfit. Casey was not

only secretary and a director of Multiponics at the time. He -
was also head of the Securities and Ex-hange Cornmission, !
with which the stock was registered. Tne largest investor in )
Multiponics was an investment trust controlied by T
Investors Overseas Services, the comgany later acquired- |
by accused New Jersey swindler Robert L. Vesco, who fled |
the country and has been living in exil= in Latin America.

farming corporation deeper and deeper into debt through
their own self-interest. ' G e e

- Casey has hardly covered himself with glory in any of
this, In an apparent attempt to distance himself from the
man he picked for the spymaster job, Casey told reporters
he really had not known Hugel 20 years, as both said

friend. .-

Worse, it was revealed that Casey, 1n a sworn financial.

‘statement to the Senate Intelligence Committee last

January, listed the New York case but omitted the one in

New Orleans. Further, he also left his own boss in the dark. f
White House aides insisted the President first learned of the |
New York case from news reports, nct from his trusted
friend, adviser and CIA chief, Bill Caey. , ]

" How Hugel and Casey got through the background-and-

security check isn’t clear at this point. If Casey warits to

save the President further embarrassment, he will i
promptly resign. If Reagan wants to :woid future S
embarrassment, he should check the investigators who are |
charged with investigating his appointments. ' t

e b e e el T TN T e -
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4701 WILLARD AVENUE, CHEVY CHASE, MARYLAND 20015 656-4068

FOR PUBLIC AFFAIRS STAFF

PROGRAM Senator Goldwater Commentary STATION ~ WRC Radio

DATE July 17, 1981 7:20 AM cny Washington, DC
SUBJECT intelligence Committee Hearings on CIA Personnel

KEN ALVORD: Senator, a committee you're vitally in-
volved with beginning a preliminary Inquiry into allegations of
financial misconduct by, among others, CIA Director William Casey.
What can you tell us going into this?

SENATOR BARRY GOLDWATER: Well, about all we're doing
is to check into why the commitftee was not informed of the wrong-
doings of Mr. Hugel that resulted In his leaving the service the
other day. We're not investigating Mr. Casey or anybody else.

We want to know why newspapers, or a newspaper knew about this

on, | think, Friday, and we, the committee, didn't learn about
it till we picked up the newspaper on Monday morning.
OQutside of that, the meeting will just be a regular pro

“forma meeting to do the things we usually do.

ALVORD: Well, rumors have been strong that there is
some pressure within the committee to also -- to take a look at
the past financial dealings of Mr. Casey. Do you feel that that
would be productive? :

SENATOR GOLDWATER: Well, there's a lot of rumors going
on, but they're all started by the press. |'m chairman of the
committee. | know what's going on. And what's golng on, going
to go on Is not what the press says.

If anything comes up that would require another look at-.
Mr. Casey, naturally he would be looked at. But really, the pur-
pose of the meeting this morning Is not for that purpose. -

ALVORD: All right. Let me ask you, Senator Goldwater,
your reactions to some court rulings that have been critical of

OFFICES IN: WASHINGTON D.C. ® NEWYORK © LOSANGELES @ CHICAGO o DEROIT ® AND OTHER PRINCIPAL CITIES
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Mr. Casey's connections with that now defunct company down 1in
New Orleans, Multiponics Incorporated, etcetera. Does any of
the material that you've heard or seen raise questions in your
mind that you think require any further consultation?

SENATOR GOLDWATER: Well, of course, Mr, Casey told
all of us those things when he became head of the CIA. Now, |f
there's some reason to believe he didn't tell enough, that would
require another look at. But the reports that he made to +the
committee are rather consistent with the reports that he has
made right along.

As | say, if something comes up that requires another
look, we'll take another look. But so far there hasn't been
anything that's come up.

ALVORD: There has been some concern raised, and |
presume that is part of today's subject, about the conduct of
the CIA investigation for this highly sensitive post of head
of clandestine operations for Mr. Hugel. One would expect, |
guess it's reasonable to expect, that that kind of securlty
check should reveal what apparently was falrly easy to find
out, and that is that there were some charges against him, true
or unirue.

Does this shake your faith in the CIA's ability to
unearth facts that might be even more important about someone
being considered for a sensitive Jjob, Senator?

SENATOR GOLDWATER: Well, it was -- it is the most
sensitive post in the CIA. And there were many of us who didn't
like the idea of a man with no background at all in intelligence
receiving that.

But, at the same time, Mr. Casey has had the right to
appoint anybod that he wanted to. And we did not hold hearings.
Hearings were not required. Mr. Casey's man was automatically
named that. He was named that, | will say, over objections of
certain members because we felt the man should come from the
ranks and should have had experience, which he didn't have.

So, as | say, our reason for meeting is to find out
why the committee was told of these things that turned up before
we were. We had to learn about them from the newspaper.,

ALVORD: Okay. Thank you, Senator.
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Undercover games at the CIA |

- of its founders; including Casey.
[ Further, the farm operation of the
company was something less than
WASHINGTON - For those who €escribed. ' R
do not get to the last line of investi- The judge in the case said, invef. -
gative stories. the latest pieces on fect, that the defendants, including

ROBERT MEALY

the Central Intelligence Agency are  Casey, knew what they were doing -
about the misstatements and omis--

about two wheeler-dealers.

Max Hugel, who resigned from. -slons in the prospectus. Though

~ CIA’s most sensitive job as head of :tnot as blatant as the Hugel sting,

- according to allegations by two for-
. mer business associates. Two Wall

the clandestine service,” has “had* the- Casex*ppe_ration_ﬁ{pg@;s of
his own stock market sting game, - sharp practice. ARRSERE

R

head of CiA. . s ,
Street brokers say he tried to hype This is all sophisticated stuff. It
the stock of his own company, by is not like someons walking into a
giving brokers who were peddling bank and holding it up. But fre-
the stock inside information about - quently the stakes are larger.
the company before the informa- Neither Hugel nor Casey will go
tion “hit the broad tape,” as they  to jail for this kind of operation.
say on Wall Street, and that he wal Street has never policed its op-
made secret loans to the brokers eration that way.
who were selling the stock, a prac- - "Nor will the Reagan government
tice niot endorsed on Walt Street. - . fa)) because of the Hugel or Casey,

That “Hugel sting™ was simple:: “affalys. 7 ¢ - Cos
beat the guys who were buying his .

Hugel is now gone:,... . e : s :

The record of the case against hl:ﬁ%?}l?tomteg rmtss;on t:)alzniing'
CIA Director Willlam Casey also g; x’t“tytilln c}iis ore mo an
reads very much-like a con game. GinNIty to the Cla.
Casey invested heavily in a com-
pany called Multiponics, which

But Rgagén has shot himself in

¥ Casey, according to ieétimghy
in the 1974 Watergate trial of Rich--

units said to be operated by an ex-- eral, John Mitchell, and Secretary-
perienced group of agricultural, .

managerial and financial entrepre- tempted to postpone an investiga--

the properties, also picked up a lot
of the mortgages. Nowhere in the
Initial offering for the company did
it state that the company-had as-
sumed the multimillion dolar debt

on’s appointed chairman; into the
affairs of financier Robert. Vesco. ,
Vesco is charged with looting more
than $200 million from Investors

L

-And Willlare Casey remains as .

“./the feot in this ClA affair. It was

ard Nixon's former Attorney Gen-

STAT

‘Overseas Services, 2 mutual fund,
.and Heeing the country.

Casey testified at the Mitchell
trial that'he asked: thé Enforce-
ment Division officer; Stanley Spor-
Kin. now . counsel at ‘CIA, not to

until after the 1972 election. He
made the request o the day that
Vesco contributerd-$200,000 in
cash to President “Nixon’s re-elec-
~tiorr campaign? Sporkin says he ig-
nored Casey. o ST

.For the Président, this is a seri-
<-0us.matter. Heis inore and more
< being perceived as..an agent of big

business. -k '

“UAt the Justice Lepartment, At-
torney General”William French
Smith has declared pen season on-
violent  crime. In tis nomination
hearings before the Senate, the im-
plication was that there would be a

~major shift from the Carter Admin-
Istration’s war or. white-collar

crime, such as fraud, “to violent

street crime.

.In Congress they speak openly

these days of the Reagan Adminis-

. tration’s relaxation of the antitrust

laws which will aliow mergers and
_concentration of ind istries.

... The Casey and Hu el affairs will
‘only add to the perception that

of. Commerce, Maurice Stans, - at-" business can do no wrong_in the |
» ; “eyes of the Reagan Administration. -
neurs, Multiponics, in picking up _tion by the Security and Exchange. ..~ ‘Angd of course -Hu el should not ©
have passed a security clearance °
for the post office, miich less CIA. -

Robert Hedly is The
Washington bureau ~hief.
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Washington ~ (News> Bureau)—A
second federal court ruling surfaced
yvesterday harshly criticizing the tang-
led financial dealings of William J.
Casey before he became director of the.
Central Intelligence Agency. - - ’~~f;ﬁ‘~:

Casey’s future as CIA- chief. wag:
further c¢louded by -news that members?
of the Senate Judiciary . Committee!
were considering whether to: mvesﬁ-

- gate his past business dealings, mclud-
ing possible invoivement w:th iugmve
financier Robert Vesco: -

The Chicago Tribune saxd that Se
Dennis ‘DeConcini (D-Ariz.); a membeﬁ
of the committee, had started negotiat-
ing with his committee colleagues after-
noting that one company that joined
Casey in a-controversial farm-product:

scheme between. 1968 and -1971: was+{ |

- vontrolled. by Investors Overseas Ser-:

vices, the - mutual. fund. Vesco--is:
charged with lootmg of more than $2004
million. : e

B

108 REPORTEDLY'ewned near]yﬂ.
“10% of the company, Multiponics Inc.,
through an- I0S-- subsxdlary—-IIT a-
Geneva-based, mutual fund. . . . .3

A- spokesman for: DeConcxm said
that he was “exploring” whether Re-
publicans, who: control the Senate,
would authorize funds to: conduct an 4
investigation. CE

CBS News reported that Sen. Barry
Goldwater, DeConcini’s.. Republican-
colleague from Arizona, had told mem-
. bers of his Senate Intelligence Commit:
tee that Casey should be replaced. .

But Goldwater’s spokesman, Kather-
ine Grammer, said-he<had called the-
CBS story “a malicious-lie” "and told-|
her: -“I haven’t: told my- colleagues{"
anything. I think Casey’s all right.” %

Sen. Daniel P. Moynihan (D-NY),
vice chairman of the Intelligence Com-
mittee, has not commented on Casey’s
legal problems. He has been sharply.
critical of- the CIA's handling of the
case of Max Hugel, the CIA spymaster
-hand-picked by Casey.- e

HUGEL RESIGNED Tuesday after
The Washington Post printed allega-
tions b two New York stockbrokers
that the, nad participated with Hugel
in 1974 in. prohibited maneuvers to-
boost the stock of a ﬁrm Hugel once
‘owned. - AR g

Hugel denied any- wrongdomg but
quit his CIA post under increasmg
pressure from the White House

now-defunct New

- “deeper-and deeper into debt.”=

- had knowmgly rmsled potentml-mves-

-Appeals, said that a- spec:al master

‘in an ‘over-all pattern of self-interest.’

" handed down on July 16, 1980, stem-
 mred from a move by Casey ang other 4

company. .

“York” ruhng by readmg press reports

‘administration officials were aware. of.

~ Casey, 68, and o Bﬂyﬁdsﬁﬁé'nl:
Were lblasted ina]year-old federal]

appeals- court ruling: in-New Orleans,
disclosed yesterday-by.the "Associated
Press,  for -managing.- Multiponics, a -

eorporation, in an-“over-all.pattern of -
self-interest” that drove:the:concern .

- A New-York federal court:ruling—"
dated May 19 and disclosed: by. the
‘Daily: News on .Tuesday—said:"that -
-Casey and other Multiponics directors.

tors in 1968. : L S
AFTEB THE NEW Yoxk rulmg be—

‘replied: “Oh, no!” and Casey’s attorney|
__.mlsconduct." A o

- Wednesday “to reassure him he had
Orleans - farming -

- Fielding about the civil litigation invol-

‘government appoibtees must complete

tion to continue.- - Ty SRR

came known, President’ Reagan che

“President Bush and White House coun-
- selor Edwin.Meese 3d discounted that

ruling. and affirmed their support for
Casey Now the New- Orleans'ruling
‘also is out in the open:, T

In it Judge John R. Brown wr1tmv
for ~the; 5th- U.S. Circuit;.Court of

found, “and the record:supports his
findihgs, that the founding.officersand
directors (of Multiponics Inc.) engaged

The New Orleans ruling, which was -

‘mittee before his nomination hearings

Arustee in bankruptey filed a motion

du‘ectors of Multlponics to claim part

‘of the failed company’s assets to repay

personal loans they had_ ylade to the
~ White. House Deputy Press Secret-
ary Larry Speakes acknowledged that
Reagan: first had learned of the New]

Tuesday..+ i .
AT .WAS - UNCLEAR,, w&ether top

the. New Orleans decision:when they:
took the . line that Casey's busmess
dealings did not affect his CIA ‘job.’

- Speakes said that Casey had listed.
the NMew Orleans ruling on disclosure
forms submitted to the White-House
before: his' nomination by Reacan as
CIA director last January..

_~ The.:White- House" insisted that
Casey’s legal problems with~Multipo-
‘nics. did not affect hxs dxrectorshxp of
the-CIA, ovs=e o0 -

company’s difficalties, ™ e s

“There is no controversy,” the Pres-|
ident told reporters on Wednesday!
nignt. “I have comvolete trust in him.” |

Bush, asked if Casey should resign,:

said the CIA caief “denies T any

The: President called Casey on

full confidence” in. the ~director,
Speakes told reporiers.'s vt x SEE

ACCORDING TO Speakes Casey ind
formed White House: counsel Fred

ving Multiponics- on a form which

before -their: ‘nominations are  for-
warded to' the Senate. At that time,
Fielding decided to allow the nomma-

But the information that Casey pro—
vided for the Senate Intelligence Com-

last January-was decidedly sketchy.
According  to- committee sources, it
consisted of one terse paragraph,

According to Casey’s lawyer, Milton
Gould, the CIA direstor lost $159, 000111
the Multlpomcs venture. -

- MULTIPONICS FILED for’ reor-
ganization ‘under the Bankruptey Act
three years after its founding in 1871

In January 1973, a lawyer for the

arguing that all other creditors should
take precedence over Casey and the
other directors who were seeking re-:
payment’ of ‘personal loans they had
made to the-company, because- their
management-had contributed to- the’
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What's News—

]
N |
World-Wide |

[V .
———

R * * - .

A former Army officer pleaded innocent

to charges that he sold secret U.S. coding in-
formation to the Sovie* Union. If convicted,
Joseph Helmich faces life imprsonment or
death. He is being held on 500,000 bond.. L

T

‘Washington Wire

« "DEMOCRATICATTACKS on -Vilnerable
-Reagan appeintees promise to intensify. %5
The resignation' of CIA spymaster-Max
Hugel, following reparts of unethical busi-
-£ess activities, encourages the crities. CIA
: chief Casey becomes a prime target;.even
GOP Sem Goldwater is- dissatisfied . with
kim. Demecrats, who have merely muttered-
about possible conflicts of.interest involving.
stripmining nominee Harris and Forest Ser-
vice appointee Crowell; may begin to lioller; -
Some Republicans in Congress fret about
slip-ups ir checking nominees’. backgrounds. -
They complain that the White House coun-
sel’s - office: is .weak,. seeing that as the
troubie imrthe-ill-fated effort to'name Ernest,
Lefever’as human-rights chief. . *J- worry-
there are-number of scandals Jjust waiting to.
be discovered,” says a GOP strategist-on
CapitoLEﬁll.:f.iV»;s;w OWEL

e SRS

< s N ATy j
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*WE HAVE COMPLETE CONFIDENCE -
IN WHAT'S-HIS-NAME HERE™

Ny \

Approved For Release 2005/1 1/28 : CIA-RDP91-00901R000400180007-1



’rf

n "
N FAC 3 _J

;agan assurances cool d@wn Casey aahfaar

By Godirey Sperlmg Jr,
Staff correspondent of ,
The Christian Science Monitor

. Waﬂhmgton
The questlomng of CIA Director
William J. Casey concerning his past
financial activities
subsiding. .

President Reagan has telephaned .
Mr. Casey and expressed complete con-- -

fidence in his integrity. To reporters, .
Mr. Reagan has said of Casey “Ihave.
complete trust inhim.” - .
The questwmng,from both Congress
-and the press, was prompted by the dis-
ciosure of a finding hy a federal judge
in New York. The judge held that Casey

. had misled. investors in a fund-raising- -

appears to be

TCLE App’ﬁb\ie’ralxor Release 2005/11/28 : CIA-RDP91-00901R
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effort whﬂe semng as a board member
and secretary of a now-defunct New -
Orleans company.

Casey, who did not at first respond to
questions about his conduct, now says. -

- “I didn’t mislead.anyone. I didn't pre-
parethe circulars.” .

White House officials say the facts of
the case were known to them before the-

‘Casey appointment, and that the same -

information was discussed in 1973 wher -

Casey was confirmed to be undersecre=~ -
. tary of state and in 1875.when he was-
.named to the Export-Import Bank.

The ruling of the New York judge is

. on appeal. — and there apparently is no-

information yet available on just when
the appeal decision will come. ..~
': : “Remember” a ‘thte House;aldeg ;

K

0400180007-1
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said July 16'in a « onversatmn with the
.- Monitor, “this is a civil case. There is
.nocriminal action involved." .

But would the ~“resident change h)s
determination to keep Casey if the ap-
peal goes against kim? “We'll ju>t have
to wait and see;?” was the reply.: . :

. - Reagan is known to be pamcularly
fond of the CIA dirsctors— and grateful
for vis help during : he 1980campdwn o

As the Preside ot _sees it, it was ]
. Casey who brought good management

' to the campaign and put.the campawn 1
;spendmg operation in oxder—... " ;

Reagan -also - is— known to s.eek
Casey s advice on i wide ranve of sub--
~jects, not necessaiily-those that nar-:-

rowly-focuson theCIA. < - v o
Aihille } LEUARERT < r'

r+ W
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AN “Hugel Affair” Dcmands Explanahon: \

The resignation of Max Hugel the-
LCIA’s spy chxef only hours after The
“VWashington Post reported his.involve-
ment. in allegations of stock. manwula.~
tion, and a judge's mlmgathat CiA
Director William (,asey misled -inves-
tors in another business: venture, have
set back the mtelhgence agencys re-
covery of public confidence e

_Despite the negative: aSpecrs of the'
latest developments; the! agency ’S OWIL 3

interests would. best;befserved by a.i >have been considered. of sufficient im+
candid,;. objectlve&appralsal ‘of all- the- 'port aven for less significant posts, let
“alone the No 1 and No. 2 posts m th&j
CIAD 0 e

“natters - and. mdwxduals involved:
Ahead' of such ‘am. investigation, now
promised by the House. and Senate In-’
‘telligence Committees, “Casey must
-go” calls such-as;that.yoiced. by Sen.
‘Barry.Goldwater: '
b1t premature.. ;
Casey’s ownr .
:Hugel’s resignation-and his haste to. put ’
'some distance between himself ané thej'
man he personally:picked for the cru-:

cial “spymaster’s” post suggest’ a de-: -

termined effort - to- dispose of the
“Hugel fiasco™ as quickly as possxble e
:zo8till the possibility of a “Casey af-" ¢
“fair” remains, despite- President Reax

~gan’s expression:of fult confidence in .,

"the CIA director who had served as his;
_campaign manager.» Reagan’s assur-:
-ance, seemingly given as a matter. of
course, recalls similar statements made
by previous pres:dents about other;
high-ranking aidesin trouble. vEpE
‘There are serious, and. cunous, con-
“siderations involved. whick require ex-
plaining. - Why - did- Casey ~appoint* a-
political chum he insists he had known-
for: oniy 17 months; (not 20 years. as_'

"’H osf), to a super-sensx—v

Approved For Release 2005/11/28 :

.Casey’s legal problems and the broader

" from’ Hugel's former business associ-
. ates? If:the administration believes
- that’ HugeL1s simply a “victim” of cir-:

- him alLthe way, and never mind the

" concerned about Hugel’s selection sug-

i.in an-area where pohtxcs has no busx—
 T1e58. N
. Clearing the air, is- the only way to)

RISOERLEP BTN UY SUPSIA Sed

nve post that cries out for an experi-
enced intelligence professional — like
John Stein, whom Casey named to suc-|
ceed Hugel? (Hugel, a New Hampshire
businessman, caught Casey’s eye.in
Reagan’s. campaign as an oroamzer of
ethnic groups.)

© Why wasn’t the presxdent told about

‘problems of Hugel’s'and Casey’s possi-
= ble financial m1sconduct‘> They should

How d1d the CIA clearance proce-
dure fail to disclose a blackmail threat

cumstances: then why not go to bat for

tapes gwen to The Post that lmphcate
Huge}') o
_As forthe lawsuxts and judge’s rulm°
involving Casey, can Casey be held
any less accountable for his behavior
than Hugel? And how did both the
press and the White House overlook
tlmt tough Judxcxal findmo last May?

- Still, Casey S. relgn at the CIA has, in.
- the main, 'won praise even from critical
quarters..But his choice of Hugel drew

.A..l ;

swift and authorxtatwe fire. = regw

-Word that the White House also was

gests that prudence yielded to politics’

r:e move the latest cloud over the C ‘

PR L S e R R PRI NI
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Damaged Assets at ‘the Company’

The Central Intelligence Agency belied its name
.in the peculiar matter of Max Hugel. Director Wil-
diam Casey was unwise to appoint his ill-prepared
-political chum as chief of clandestine operations, But
~it is scarcely intelligible that the clearance proce-

dure failed to discover a blackmail threat from Mr. .
Hugel’s former business associates. That requires:,
-some explaining. And Mr. Casey, it now appears, has -

some further explaining to do about his own role in a
bitter shareholders’ dispute. .
' Mr. Hugel had to resign once The Washington
Post was given tapes that implicated him in sharp
'raarket practices. He says allegations of wrongdoing
are untrue and unfair. But he concedes that he did
not inform the agency of the risk of “*blackmail”’ by
his accusers — a lapse that only confirms him as un-
suitable for such a sensitive post. o o
Of the agency’s assets, none is more precious
than trust, which was damaged enough by past reve-
laticns of covert excesses. It now develops that even

kd

‘moved at a
_reached. He was not qualified to begin with.

man unfamiliar with both Washington and intelli-
genceoperations. So the Reagan toam, too, put politi-
cal debt ahead of prudence. . ’ i
Mr. Casey was rignt in swiitly replacing Mr.
Hugel with an experienced op2raiive, John H. Stein.
But the lesson of this affair is not that only profes-
sional insiders can hold such jobs. Professionals, too,
can be encumbered by past affiliations and perform-

-ance; indeed, insiders may have played a mischie-

vous part in humiliating Mr. Hugel. He has been re- -
point that should never have been

That is not the problem with Mr. Casey, who has
some intelligence experience and served in several
high Federal posts before he became Mr. Reagan’s
campaign strategist. But he is again haunted by an

" old charge of misrepresenting investment informa-

the White House was startled when Mr. Casey chose -

as his chief spymaster a New Hampshire business-

tion, in a decade-o0ld civil action. If Mr. Hugel was
keld accountable for the probity of his business deal- -
ings, Mr. Casey cannot long refuse comment about
iiis. If the cases are clearly different, let him state

why and chase these sorry clouds.
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A ‘*VEEW FROM WASHEWGT@N

Washmgton—-Front-page headlines about the -
resignation. of the CIA’s deputy director of oper-
‘ations-~-America’s superspy-»-ls not .exactly -what-
William Casey- had in mind. Since he took over'the

agency six months ago, the thrust ef almost all his -

actions has been to return to the days of the cloak
and dagger: -

“The dlfﬁcultles of the past decade are nehmd us,”
Casey said’in an internal CIA newsletter two weeks
ago as he announced that the agency’s contacts with

the public;.the press and the.Congress would be -
sharply-curtailed. “The time has come for CIA tore- -

turn to its'more ‘traditional low public profile.”

To achieve that objective Casey has scuttled the
agency press:office, cut back on the congressional
liaison staff, asked that the agency be removed
entirely from. the: provisions. of the Freedom. of
Information, Act, and is in the process of rewriting
an executwe.»order for, the President” that would
remove some of the restrictions placed on the agency
in the wake of the mid-1970s intelligence scandals..

At the same time, Casey, the 68-year-old former
038 officer during World War II, has made it clear
he believes-that the operations sxde of the agency

must be revitalized. Government officials familiar -

with forelgn pohcy and mtelhgence matters say the
agency is gearing up. to. increase the number gnd -
scope-of covert.operations in such sensitive areas as
Afghanistan, the. Persmn Gulf Central Amenca
and the Caribbean. -

The resignatién of Max Hugel as deputy direc-
tor of operations will only make it more difficult for
Casey to achieve his objectives.

Casey himself is in the headlines because of a~ -

_;udve s ruling that he and others mxsled mvestors -
in a 1968 stock deal.
. Even before the Hugel case surfaced this week,

By Jim Klurfeld

Newsday Washington Bureau Chief

_in 1975°and 1976 for attempted assassinations,’,

many CIA observers, i1
Congressional oversigh
concern about the dire
taking”,the agency. The
back to the “good old da
invisible-and unchecke

In fact; Hugel’s app
ly controversial and W

—STAT
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nfany in the intelligen ™
intelligence background and was bemg placed in
what i3 regarded as the most sensitive of intel:i-
gence positions.-And now it has been revealad
that his backg’round was not thoroughly or ade-
quately checked. .= - |
Casey is askmv for less restnctlon and OVET=~
sight, but the Hugel case only emphasizes tae
CIA’s fallability. Even a supporter of a stronger, g
more traditional CIA-such as Sen. Daniel Pat- §
rick Moynihan (D-N.Y.), cochairman of the Sen- .
ate Intelligence Committee, said yesterday, “Tae
administration must ask itself how it allowed
this disaster to come about in the first instance.”
Another intelligence committee member is
more concerned about the general direction of |
the CIA. "The jury is still out on Casey,” Sen."
Joseph Biden (D-Del.) said, “But some things zre -
becoming clear. He much prefers to operate in.
the dark than in the light. And his instinct, 1+
believe, is to limit rathér than increase access
and cooperation . . . That is a disturbing trend.” |
Biden and others say they are particularly"
concerned because the agency has become loss.]
forthcoming with the congressional committees.
Agency witnesses are not volunteering informa- |
tion and the chairman of the committee, Sen.
Barry Goldwater (R—Anz ), is keepmg mi)reﬁ

things to himself. .= EReRp
There-is concern about. the executlve order
because in earlier drafts the administration pro- |
posed easing the restrictions for spying on Ameri-
can citizens and dropped the requirement that the 1
National Security Council be informed of all CIA.]
operations. Both were reforms designed to elimi-
nate abuses:unconvered in the past. . & & “yid
And Biden and others. question - whet"xeb
Casey. and other members of the administration
appreciate-the limitations of covert: operatmnsa
and the possibilities for abuse—the agency was?:
criticized by special Congresssional: committees:

opening mail of American-citizens" and -disre-3
garding other Constitutional rights =555 b

CONTINUED
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There is also concern that Casey. s allowin
= wutical \conside vedfior Releasa
work—-the: example often cited is the recent CIA
report on.. 1ntematmna]l ter:romsm that Casey
port the admmstratxon s claim that the Soviet 1
Tnion was behind most terrorism incidents.

But there has also been praise for Casey.
With the notable exception of Hugel, he has been
applauded for his appointments, especially Adm:..
Bobby Inman -as-the-agency’s deputy director:
and former Securities.and Exchange official
Stanely Sporkin as general counsel. ’ .

And they are many people across.the political
spectrum who believe that an increased covert
capability is desirable. Moynihan-says his con--
cern is more that the agency improve its capa-
bilities rather than worry about” the alleged

abuses of the past: The problem, says Moynihan,

While the CIA has been running recruiting
A 28 2 AsREP 9030207 ROO04A801 86087
obvious attempt to recruit field officers—spies—
as opposed to analysts or administrators. CIA
experts say the covert ability of the agency had-
been ordered cut back over the last five years

4 and that one of Casey’s top priorities has beeua to

inecrease the budget and size of the operations
division. In fact, while there is much talk of
increasing covert operations, Biden says that the
number of activities that have been brought to
the intelligence committee have not significantly
increased since the Reagan administration came
to power. : '
The new director is also trymg to lmprove
intelligence produced by the CIA. Frequently the-
agency intellience reports have been criticized
for being too homogenized, too much a product of
a bureaucratic process, and lacking in political

»—'-.

is that the agency has been S0 demorahzed it has
not been effectiver, . - "
“The mtelhgence commumty in general and

ing back to pretiy good shape,” Moymhan said.:
“Condition, muscle tone—they were in a state of

shock in the mid:seventies, morale was’very bad -

. My interest has been how to keep this organi--

zation vital and regenerated over time. How do. |
you keep an intelligence agency thinking? I think

they are doing a somewhat better. job now.” "
‘ And evencas: persistent & ‘critic as Morton"
Halperin, the director -of the liberal Center for

National Security Stud.‘les, says that covert oper- .

ations-can be & xmpo ¢ aspect of Amencan | rity adviser_for. President Richard Nixon.

foreign policy.
“Ag an adjunct to nohcy, coverh operatlons'

" have their place. I'just think they are dangerous’”
when they.are- used as a substitute for public-

debate on a policy,” said Halperin.- :

The challenge.for Casey, according to. Hal-
perin and others, will.be to go back into the
covert operations business without getting the |
_agency into trouble again. Some. believe that is-
why Casey brought in a tough regu]ator hke
Sporkin to be the agency’s counsel.» - -

Indeed, most observers of the CIA, mcludmg
Moymhan, believe that. Casey is so interested in :
covert operations  himself that in essence he has*
been functlomng as the deputy director of oper-
ations (known in.the agency as-the DDQJ. Hugel
~was there more as an administrator.. .

A further -indication of -the ) emphiasis on .
covert-operations.was a recent ‘ad that ran in: e
The New York Times. On an.outline of a eagls,

it said: “The Central Intelhgence Agency may
have a career for you. It is not a career for-every- -
body. It is a career for-a few very special bright.
men and women with talent skﬂls, gelf reliance, -

self-discipline and:initiative who seek exciting, -

challenging mtuatwn
.the spot.decisions.”s,

B oA D ra ST et amh ""?_&
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the agency in particular, I think, have been com- ;

sophistication. In a speech to the U.S. Chamber
of Commerce April 28, one of his few public
appearances, Casey’ outhned his approach. He
: 'said that while the intelligence community had
.- great ability to collect data, there was a need to-
improve the analysis of the data.
- Casey is encouraging direct dissent in mtalh-
gence papers; He has also begun a major experi- |
" ment integrating functional bureaus. Instead of-
having separate offices on South American
| economies and politics, for instance, the political
and economic ahalysts in a particular geographlc
area will work together.

“There seems to be a serious effort to improve
analysis,” said Halperin, a former national secu-

But there is concern about the way at least
some analysis has been handled, especially the
terrorism report. Early in the admamstrahon, ,
Secretary of State Alexander M. Haig Jr..

J charged that the Soviet Union inspired and

, backed most world terrorism. An early draft of
i the CIA’s annual terrorism report did not seem ]
| to back Haig’s contention. But Casey asked that
- another draft be written, The new report claimed _
there had been 6,714 terrorist incidents between.
- 1968 and 1980-—more than twice as many as last |
year’s report had counted. Since there were only ]
« 780 incidents in 1980, it meant that the agency "
had broduced the new figures by reclassifying
* previous data and linking the Soviet Union with |
~many of those newly discovered incidents. That
- was accoraplished by mtroducmg new categor-v
. les—"threats,” “hoaxes,” and “conspiracies.” . -~
Despite its past problems the CIA has always |
- had a reputation for supplying objectivedata. This |
> report has raised questions about political influ-
4 ence;_accordmg to.at least some, oumldeiexpex:ts j

bl it B 2 s pRgERd b Y G e
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LOS ANGELES TIMES (CA)

16 July 1981

OlAl

Reagan Tells “Full Confidence’ in Casey

3 Shrugs Off Court Ru]mo ’Ihat C1A Chief Once Misled Investors

’WASHINGTON—-Preszdent Rea-""-’ volvement a decade- ago m a 33 5-- ~ madeit {the decision) yesterday af-
zan expressed’“full . confidence, " million . fund-raising eifort jor a’. -ternoon when these matters were

Wedneaday mWﬂham J. Casey.. di-:w New Orleans’ agribusiness firm ° raised and he continues tHe deter-
; -while he 'was“serving as a board .'-".;z_mmanonasof this moment.”

% . Later, however, Speakes was
handed a note by another press aide
and subsequently told reporters he
wanted “to correct a misimpression

B Judges ruling 4 that’; Casey once
nknowmgly mmled -investors:in

z bankrupt firm’ misled investors by,
. amongvother: things, withholding
*information that the firm, Multipo--.
. nics, had made loans to some of its
. .founders,” including Casey. " ‘Casey.
“and the other defendants have dis-
c-puted. the judge’s ruling,and asked
hmmremmder it

Cm Subjcd to Appeal
“The Prwdent retains full con- .

f stLJudge Cha.rles Stewart. actual=

Qly; came L;m May. But- Reaaan" did

L aeu
. cameito- hght m connmcnon,.mth
. newa reports concemmg M,ax H -

Speakes,-adding that the Admnis. - 2Ppointed to. °

about the court case because it was  CLA director, Speakes said, the
“subject to further appeal.” - . . court case data was reviewed by

“Reagan personally expressed his _ presxdennal counsel Frd F‘. Fleld—
“full confidence” in Casey duringa =~ ing..

Qucsﬁm Raim& in May
. Questions . were. “raised’
wherr Casey appointed his longum
’:iriend, Hogel, to the seasitive spy:
s master post, because Hugel lacked
fprevmus intelligence experience. In
1980, Hugel had held a middle-leve
po:m inethe ;Reagan ; presidential
_campalgn. nrvamzamm which' Ca-

~:When Speakes was asked durmg
ing whether there was a possibility 5 ¥ eversed.
of Casey’s “stepping aside” from his
directorship until the court case was -
: ‘fully’ litigated, Speakes answered: -
MWell, have elected not to do
thaL".;A e Fi i e i

happens," Speakes replied...

‘When a. reporter acked Reavan
‘late Wednesday about “the Casey
.controversy;” the President replied,

: respondcd “The Pre‘udent. e goscomplete trustin him.” -

B ) .war» R I R S S R S S T 1,.;».':_3_

Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180007-1

that there was a need for a pres-
dential decision” on whether Casey -
should remain on the job. All that -
-, happened, Speakes said, was that |
“¥the President decided that he had -
full confidence in the director.” = *
.-The White House position on the
court case was that the plaintiffs’ .
charges against Casey. represented *
+-nothing new,. that thev had been :

ﬁdence in’ the d.u"ec tor of the Cen- = éﬂjggiegonoﬁvmera&g gz;sniu?;t:

Whit.e@ftHouse'-""spokesm anr. I + previous federal posts Casey was:
tration  would have little to say | Before Reagan name*d Casey as:

-~ But that “was before the May
Eweleeggemone ;aélngktéhsesaiccliA dlrecmr ‘ “court ruling against Casey.Speakes '
; " was asked what Reagan’s reaction -

the daily: White House press brief- * would be if the court dcmsxon is not;_:
“We'll Just wa.xt. and >ee what

“There-is no controversy. I have

SETETN
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ARTICLE APPEARED
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WASHIMGTON POST
16 July 1681

‘?ﬂonths, Noi 2D Years’

” asey Owys

" By Lou Cannon
Washington Post diaft Weiter

CIA Director- William J. Casey

vesterday hastened to put some dis-

rance between himself and Max
riuvel, his former chief of ‘clandes-
iing operations, maintaining that he
had  known  Hugel ‘for only 17

~onths, not 20 years,” as Huael had: .

wontended.
When Casey apoointed Hugel to

oue of the most sensitive posts in the

avency, he defended his controver-
s1al action on the grounds that they
hiad had a long and trusting relation-
«hip.
¥ :;‘mnuton Poar. yesterday, howeyv-
n, La%y backed off considerably
frern this contention, and dxbputed
IJIJ T
W‘xm Hugel, who reswned from
tie CLA Tuesday, met vnth Post re-

porters and editors with his lawyers

M omla,, he was asked how lon'.r he
had known Casey. :

“About 20 years,” Hugel  re-
spended. “We  lived in. adjacent
towns in New York, on Long Island,

sncd we were both activerin local Re- .

nublican politics.” The activity in-
cluded an unsuccessful run by Casey.

for 2 congreasional seat in 1966. - -

In a telephione call to- The

Casey, told that Hugel had said ',
hie had known him for 20 years, re-

niied, “Maybe he knew about me.”

Casey's comments were his first

on the matter since The Post re-

ported Tuesday that two former .

Wall Street stockbrokers who had

sngaged in business with Hugel ac- :

cuzed him of improper or illegal :

stock-trading practices. Hugel de--

nied the charges, but resigned from
His sensitive CIA post, and was re-

M,xced immediately by a career in- -

telligence ofticer.

. )
oA

. Orleans company wmle serving as'a board mem-

- the Hugel affair is over.

Yesterday, Casey 'ﬂQO took issue with the find- | =

ings of a federal judge in New York, who held that -
Casey knowingly had misled investors in a $3:5 !
million fund-raising effort for a now-defunct New -

ber and secretary of the firm. iy
- Judge Charles E. Stewart Jr. found that Caaey :

' was one of a number of officers and directors of
- Multipenic Ine. who pemntted distribution of an -

offering circular they knew contamed fa]se and

. mxsleadmv information.

“I'didn’t mislead anyone,” Caspy qaxd yesterday

“I didn’t prepare the circulars. I had a techmcal '
- thé CIA to report on it3 hurried, seven-day back-

responsibility as a director.” :
Casey said the issue had been raised a hls con-

- firmation hearings and was now being “rehashed.”

Later, White House deputy press secretary Larry

-Speakes said Casey had raised the issue with

White House counsel Fred Fielding at the time he .
was appointed- by President Reavan to the CIA
post.

Casey was asked yesterday whether he th0u<fht

“It was over before it started,” he replied.

At the daily White House briefing, Speakes ex-,
pressed the prealdenr 3 connrumg support of.
Casey.

“The president has full ccmfldence in the direc-
tor of the Central Intelligence Agency,” Speakes.
said.

He said Reagan had decided to keep Casey in
his post. Speakes gave the impression that this
was done as a matter of course, without the pres-
ident’s giving any serious con31derahon to remov-
ing him. *

Other White House officials gave a s:mllar im-

- pression, and said Reagan had not even raised the

question of the New York judge’s ruling when he
met with Casey in'the Oval Office Tuesday. _
- Speakes denied that there had been any cover-
up in the Casey matter, because the existence of -
the case was noted in the disclosure forms all |
nominees are required to fill cut. After Casey did :
this, the issue was taken up with Fielding.
Casey has important backing within the admin-.,
istration, and not only from the president. .
Sen. Paul Laxalt (R-Nev.) said after meeting
with the president on another subject that he sup-'

. Chafee (R-R.1).

“couldn’t help |

ports the decision to keep Casey. _:.:o ' 1.4

H. e | Knew‘ ] ] uge? 3;@{);17,

“As ] read it, this i« a matter that involves sev-
"eral parties, including Mr. Casey,” Laxalt said.
“To what extent he wis 1mphC'ited I just frankly
don’s know. 1 know him well enough that I'm con-
vinced he’s doing a zood job at the CIA -and

.should be kept there until there’s cIear e\ndence

to the contrary.”

Laxalt was Reagan™» national campawn dlrector
durirg the campaign, and Casey was the national
campf*ivn chairman. . Laxalt said Casey was “a
very, very loyal supporter of Reagan” who per-
formed a valuable service in the campaign.’

The Senate Intellicence Committee has as:ced

ground investigation ¢f Hugel that failed to raise
any warning flags -about his complex business
dealings. Commlt tee members expreased high re-
gard for Hugel's replecement, John Henry Stem
and noted that one of the CIA’s most presamc
needs is personnel stability. .

“The agency has gone throuqh a '!reat deal of |
turmoil over the last six vea.s,” vaicl Sen Iohn H

Senate sources said that the emsode is not a
plus for Casey, but it’s not a mortal wound, not by
a longshot.” Another said there were no. “knives -
out” for Casey on, Cap:tol Hill, )

“He's put sonie things.in motion that should
lead to improvement,” said Sen. Walter.D. Hud-
dleston (D-Ky.);/ secor.d-ranking Democrat on the
cominittee. “Such as having a bet’cer penetration
in various areas of the world for gathering infor-
mation....T hat shou! d Zive us a better chance to‘
know wbat s gojng on.” | >

Huddleston awreed that the Hucrel epls(x‘e
{but dw a npple effect on. \Ir
Casey’s sxtuatm&x
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THE WH 0

ITE HOUSE
"
Office of the Press Secretary
-
)
V. %4
BRIEFING ON CABINET
MEETING BY M
LARRY SPEAKES
The Briefing Room ~
July le6, 1981
(In Progress)
MR. SPEAKES: Options until the President makes his
final decision.
Q Well, I don't want to know what they are, I just want

to know what subjects --
MR. SPEAKES: Well, I don't even want to give you that.

Q Larry, are you going to have an announcement
of full policy?

MR. SPEAKES: Yes, there will be. The Attorney General
was, of course, anxious that there be quick action on this,
and I think he set out to have it in the next couple of days.
I don't know whether it will be that soon or not. There is probably
a sub-group that will assemble to hammer out some fine-tuning on
the proposal.

Q Larry, can you give us a general idea -- are
they in substantially in agreement? Are these options on details,
are they major features of the program, even with -- can you

be just a little more specific?

MR. SPEAKES: Well, I would characterize it as substantial
agreement on the entire program. The options are merely -- different
aspects of the various proposals. I guess, I wouldn't want to
mislead you, some are quite different.

0 Was Chaffee part of this?

MR. SPEAKES: Chaffee did come up in the course of it.
Of course, it is separate from the overall policy.

o] Did Guantanamo come up in the discussion?

MR. SPEAKES: Guantanamo was mentioned, but --

Q That's for you, Jerry.
Q It was mentioned.

Q Hang in there, Jerry.
Q Was O'Leary mentioned?

MR. SPEAKES: Once again, we're still in a posture
of not ruling in or out any sites that you may have heard mentioned,
and a decision on that, while urgently needed and anxiously awaited,
is not yet --

Q Larry, do you not expect a policy this week, then, on
Fort Chaffee?

MR. SPEAKES: Jerry, I would hate to rule out either
Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180007-1
MORE
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one, but just for guidance purposes, I don't anticipate it. I could
be fooled on that.

Q Could you hold a ruling up till I leave for
Australia on August lst? (Laughter.)

MR. SPEAKES: On Guantanamo?

Q Is leaving the refugees at Fort Chaffee a possibility

that is now being considered?

MR. SPEAKES: No, not really. We're determined to
make a move.

Q Will that mean separate announcements to --

MR. SPEAKES: Probably, yes. But they could come
together. It's really just diffucult for me to give you guidance.

On one other guidance, I do not anticipate the
F-16 decision today.

Q Again on guidance, do you expect it tomorrow?

MR. SPEAKES: Possibly, yes. Probably, I guess.
But don't hold me to that. If we -- we haven't quite decided how
we will do it, but at any rate, if it is done from State, which is
my guess it probably will, we will probably have it piped in here,
and whatever paper, if there is any, will be put out here.

Q Larry, how many sites are being considered?

MR. SPEAKES: Sides of what?

0 Sites.

MR. SPEAKES: Oh, sites. It is just a long list.

Q Well, you said that was definite about a week ago.
Is that about right?

MR. SPEAKES: That's what we said about it at that time,
there are many other sites we've looked at since then.

Q So it's a longer list?

MR. SPEAKES: Well, vyes.

Q Well, how has it changed?

MR. SPEAKES: Well, nothing's ruled in and nothing's
ruled out. On a background basis, as I did earlier last week,

it is less likely.

Q Larry, has the administration given up all together
then on getting Castro to take these people back?

MR. SPEAKES: No, we haven't. It is just something
that really has not been discussed thrsagh

diplomatic channels. The wording we get is that they will not --

MORE

Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180007-1

but



Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180007-1

- 3 -

Q You say that there are other sites besides
the six states that have routed about?

MR. SPEAKES: I don't know how many there are, but there
is an endless list of potentials.

Q Larry, who is in the sub-group that you said will
still be meeting?

MR. SPEAKES: It wasn't determined. I guess it would be
some members of the task force. It could be the Attorney General and
White House staff type of a thing.

Q When is that meeting supposed to take place?

MR. SPEAKES: It was not set.

Q If it wouldn't be tomorrow, would it be in the
next two days?

MR. SPEAKES: Yes, but notice that I didn't say that.
The Attorney General said that he would lke to have it in a couple of
days.

That is kind of like the F-16's. That hasn't been determineg
vyet. I think, for general guidance purposes, it probably will be
the Attorney General.

Q Larry, some aspect of the F-16 thing that needs to
be nailed down yet, or is it a question of informing the people, or
why is it? --

MR. SPEAKES: Bud McFarland was continuing his consultation.
I don't know what time, or even if he finished up there. That was really
the final step of the consultation, and then the Secretary of State
said at the briefing that he has not finally and formally, the President
has not finally and formally made his decision on it.

MORE
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Q How long did the Cabinet meeting last?
MR. SPEAKES: It lasted from roughly -- what was it,
L:30 to -- an hour and fifteen minutes.
Q Devoted entirely to the immigration --

MR. SPEAKES: Yes, there were one or two other topics of
prespective legislation and things like that.

Q Did it cover the whole gamut of the immigration

problem including guest workers, amnesty, sea patrols, the whole shootin’'

match?

MR. SPEAKES: Some of it had been covered in the earlier
Cabinet meetings. They were, as I say, I think on point nine of
fifteen today. So they went from nine to fifteen today.

Q Larry, did Director Casey take part in the
Cabinet meeting?

MR. SPEAKES: Director Casey is out of town. Bobby Inman

did.

Q Where is Casey?

MR. SPEAKES: I don't know where he is.

Q San Fransisco.

Q Larry, on the problem of the F-16's,- is there going
be tonight or tomorrow morning some meeting of the mini-National

Security Council, Haig, Weinberger, CIA and the President?

MR. SPEAKES: I haven't looked at tomorrows schedule,
but I don't believe there's one tonight.

Q Well, have they all signed off on a decision?
You say no presidential decision has been made.

MR. SPEAKES: Well, I think they are continuing
discussion back and forth between the White Hbéuse and the State
Department on it. I don't really know how to address that, whether
they've signed coff on it or not.

0 Are there aspects of the immigration policy, one

=t

of the fifteen points or more, that require legislation?

MR. SPEAKES: Yes. Some do require legislation, yes.

MORE
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Q Why does the decision making process -- the Attorney
General said the President has now received some of the recomendations
and has to decide, and I'm not sure how this sub-group works. 1Is it

the idea that the President will pick the options he wants and the
sub-group will go along?

MR. SPEAKES: No. What will happen is there were some
discussions and fine-tuning of the options and the sub-group will
probably refine those and put them on paper and then it will go
to the President on those two or three areas that were fine-tuned.

Q Is Schweiker on that sub-group?

MR. SPEAKES: The sub-group was not formally defined.
He was on the task force, and it just wasn't stated as to how that
was going to work.

Q Larry, have you heard from California yet?

MR. SPEAKES: I haven't checked on that since briefing
time. Karna was riding heard on that so if you want to --

MS. SMALL: There is nothing new.
Q It hasn't been recieved at FEMA?

MS. SMALL: ©No. Nothing here in the White House, I said.
It normally has to go to FEMA, and they have to look at it with the
attorney. I have got a call into FEMA right now to check on it.

Q Larry, Smith said what they wanted to do about
immigration problems is to spread it around. Does that mean it is
unlikely that all the refugees at Fort Chaffee will go to one
other place, or will they go to more than one?

MR. SPEAKES: Are you sure he was addressing the Fort
Chaffee situation?

Q I thought so.

MR. SPEAKES: Well, you know the optiens are many, and
its just so exploratory right now that they probably could go to
more than one place.

Q Is that the way they are leaning right now?
MR. SPEAKES: ©No, I don't think so.

Q Larry, why are they finding the Chaffee problem
more difficult than they had initially thought?

MR. SPEAKES: Well, everything from cost to location to
security to politics. Local interest, all those problems enter into it.
The cost has been the overriding problem.

Q I gather it is considerably tougher than they
thought it would be.

MR. SPEAKES: That's true. The initial problem was that
some of these sites could be upgraded fairly quickly, and I don‘t
think they had considered cost at that time. Our cost had been
figured, so once cost figures had come in, they were very high.

THE PRESS: Thank you.
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" tion- for “labor' leaders™at- Ta yloe*

- ny of misleading investors.

) nhe case hdd Iongbeen kno')vn to Oth' :""Dominauon Should have gone for,
“er White House officials:e -0 | .

“came aboard the administration,”

‘Reagan Avows “Compléte Trust’

In His Embaﬁ ed {IA Director

By Jeremlah 0 Leary A  tion process. er]dmg recoliects that
Washington Star Staff Writer- the same information was discussed

..1n.1973 when Casey_was confirmed _|
_President Reagan” sald‘last night’ v

12Di »-10-be undersecretary.of state and in o
he has “complete trust”.in CIA Direc: 21975 when’ hé was.nhamed. t0..the

tor William J. Casey,who has been "Export-Import Bank.”
battered: this. week, by-the.r e“gnﬂ“g-‘u Askettifithe presidentwill contin-
tion under fire:of- ‘his: cmef SpYmag-# 3 , ue,t&back cagey,lf the-ruling on the
ter and dlSClOSUTe Oﬁa*]ud"E‘S Gd“" ‘apped[ O'Des agarnst‘*h”nr Speakes B
verse ruling in a lawsuit over hlS ‘o said, “We 1 just bave to wait and
bast financial activitiesyngat. o #liseesy 4 ¥ act WLy e
The president, attending a recep:~ ... Speak“s insisted . that_the. White. ..
House has High ethical standards for* '~
House on Lafayette Square last night, " administration - officials but that
paused for a moment when reporters ' there are no written guidelines. He
shouted, “What aboutthe Casey COn'{ﬁ ~sa1dwthel charges: against’ Casey; and 3
trover'y’ Y I xrh\l’S former deputy diréctor for oper— :
“There is nocontrowrsy 'Reagan'* “ations at the CIA, Max Hugel, was the -
said. “Ihavecompletetrustin him. - ° firq yime ethicalistandards have
- Earlier yesterday the White House comé-up:-He-said: some charges are
-pla/ed down dlsclosureoftherulmg mcre serious.tham others and deci-”

in the lawsuit accusing.Casey and:~
~si6 ade on'a case:b case-
other directors of a-farming compa ;asrxl: will be n} de 3“ ,,?;.Y
‘ u EEREYE VR

b White H : erldmcs job.in the transition.
eputy White House press secre- . “gace review the conflict-of-interest
tary Larry Speakes said-the presi-

“*forms and he-reviewed: the -doc- "
dent indicated he was not disturbed .uments i the Casey lawsuit: -

by the ruling, which is-being ap- '\ ““He found n blem thh it”
‘pealed, and noted, Lha%-m&faus of,. Speageslogarid _“?np fl?s oglmxon the

»'ward and it-did.;. .

“This information was provided to fw-t“‘il’hei.z:ourt material; he sald was
the president’s counsel on thedisclo-""*available-to the “FBI for its back.

sure forms we all filled out when we- " ground check and té the Senate In-
L telligence Committee.
2A. ruling handed down May 19 by

Speakes said. “The ‘pending litiga-
tion was listed by Casey. There was tdge Charles E. Stewart Jr. in New
a discussion with the White House “-York held that Casey and other di-
counsel, Fred Fielding. These forms “tectors “omitted and misrepresent-
were furnished to the Senate Select .ed facts™ to'investors in a firm called
Committee on Intelligence when ~Mu1npomcs Inc - :
Casey went through the confirma- o ’

.
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recent ruling ‘not relevant’

Washington {AP)—President Reagan |

has full confidence in William J. Casey
and wants him [o stay on as director of the
Central Intelligence Agency, despite a rul-
ing he knowingly misled investors in a
1960s business deal, White House officials

" said yesterday.

The federal judge’s ruling May 19
against Mr. Casey surfaced Tuesday with-
in hours of Max Hugel's resignation as
chief of clandestine operations.

bir Hugel, a Casey confidante; denied
allegations published in the Washington

)

Post that he improperly slipped inside in- |

formation on a firm he once headed to two |
Wall Street brokers. He said he was step-*
ping aside o avoid having the allegations
harm -the administration and his col-

‘ leagues at the CIA.

While Mr. Beagan was pubhcly back-.

ing Mr. Casey, CBS reported that Senator

Barry Goldwater (R, Ariz.) was telling his
colleagues on the Senate Intelligence

-Committee that Mr. Casey should be re-

placed. Mr. Goldwater is chairman of the
comrmittee.

" Mr. Goldwater, who was not directly 3
quoted, has been unhappy with the way
Mr. Casey has been running the agency
and was particularly perturhed by the ap-
pointment of Mr. Hugel, CBS reported.

But Cable News Network said Mr.

cious lie.” CNN quoted Katherine Gram-
mer, an aide to Mr. Goldwater, as saying
that Mr. Goldwater had spoken to M.
Casey yesterday and told Mr. Casey the
Senate panel would look into the charges.
Ms. Grammer also told CINN that the sen- |
ator told Mr. Casey, “I think everything’sj
going to be all right.” -

. The court ruling against Mr. Casey-
came in conoection with an unrelated
business deal in which a group of unhappy
stockholders charged in a civil suit that~
Mr. Casey and other directors of a now-de-
funet firm misled them in attempts to so--
licit investors.

U.S. District Judge Charles E. Stewart,
Jr., in New York said Mr. Casey and the

ot'ner directors aliowed distribution of a
circular they knew contained false or mis-

stated information and which also omitted
important information.

Mr. Reagan, stopped by reporters as he
went into a reception for labor leaders,
said, “There is no controversy [over
Casey|. I have complete trust in him.”

Vice President George Bush, attending
the same reception, was asked if Mr.
Casey should resign. *‘Oh, nol,” he replied.

Edwin Meese III, the president's
counselor, played down the importance of
the ruling, calling it a 10-year-old case
“that’s not going to go anywhere as far as
we're concerned. I don't think it's relevant
to his position in the administration.”

In a telephone interview, Mr. Casey’s
New ¥ork lawyer, Milton Gold, said yes-
terday, “We have very subsiantial de-
fenses to this action. Mr. Casey says he re-
lied on the advice of a reputable invest-
ment firm, Glore, Forgan, and a reputable
accounting firm, Haskins & Sells. He
denies any misconduct.” =

Mr. Gold said he had moved to have
Judge Stewart reconsider his finding, and
in any case, trial of the case has not begun

and “we haven't had our day in court yet.”

Mr. Gold said Mr. Casey himself lost
$150,000 on the firm. “This is exactly the
kind of case that arises often when inves-
tors lose their money and sue the direc-
tors. They lost their money and he did

-t00,” Mr. Gold said. “There isn't a vestige

of personal dishonesty or lack of elemen-

tal good faith on the part of {Mr.} Casey.”
In a related matter, a federal appeals

court in New Crleans has ruled that Mr.

Casey and other directors; through their -

management, put the firm Multiponics,
}nc “deep ang deeper into debt” through
a pattern of self-interest.”

Based on that conclusion, the 5th U.S.
Circuit Court of Appeals upheld last July a

ruling which put Mr. Casey and the other -
directors last in line for a share of the |

firm’s final assets, when they were divid-
ed two weeks ago among the firm's other
creditors.

Mr. Casey and the other directors got
none of the $10 million, despite their
claims of outstanding personal loans to
the company.

¢

t
b

At the White House, the deputy press
secretary, Larry Speakes, said the presi-
dent did not learn of the district court rul-
ing in New York May :9 until he saw news
accounts of it Tuesday

Mr. Speakes said he did not know
whetner the CIA chief informed anyone in
the White House of the May 19 finding.

However, he said Mr. Casey had revealed
the existence 'of the pending suit and dis- -

cussed it with Fred Fielding, now the

White House counsel, before his nomma—
*tion was submitted.

“The pending litigation was deflmtely

discussed,” Mr. Speakes said. “‘He {Field- |

ing! decided that there was no problem.”
Mr. Speakes said the president was

briefed on Mr. Casey s file before submit-

ting the nomination. The spokesman sald

however, he did not know spemﬁcally '

whether the pending suit was discussed.
“The president retains full confidence
in the director of the CIA,” Mr. Speakes
said. “The matter is still wb;ect {o Enrther
appeal in the court sy:tem.”
Mr. Reagan does not want Mr. Casey to
step aside during a possible appeal, said

Mr. Speakes, adding that it was “not an up
- or down decision.” )

“The presxdent immediately decided to

retain Mr. Casey,” said Mr. Speakes.

Mr. Speakes, pressed by reporters on
how long Mr. Reagin would back Mr.
Casey, aaxd Well wa'll Just walt .md see
what happens
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it’s time to consider change in mana

High officials of the ‘Central Ixiteﬁ!lié-
Zence Agency have been guilty of 50
raany- bad judgments over the years
that the-latest one ty hit the headlines:
may.take up only. a, -paragraph inda:
definitive history of the agency. ~' 4

. knew something about the job.

It’s nonetheless disturbing that one of
the most sensitive posts.in thd CIA was'
occupied for the‘»-past*‘couple.f% non
by an appointee-! ‘Whose - Questionable:
ousiness dealings’in’the past wers i
discovered by.the agenay. 3 Bt

What makes the sitiation even
unsettling is that"Max. Hugel, the raan
named’ by Director; William Casey, to.
take charge of 'covert. operations’and
other spy activities, had: o discernible
qualifications for’ the: Jobl. It “was,dsaid
onejobserver,” liks’ “maling; a7 person

who had'never baey ;'ea the. Chiaf 6f

Na‘-*a_l; 0pgr_ationsf '
The: Higel Bombshell was. notJthe

oaly oneé.to. burst, over; CIA Headquar-
ters thisweek;, however. The day after]
a newspaper revealedicharges that Mr-

£

Hugel.had once-been involved in-il.
legal “stock manipulations, the. story
carne.to light:that Director, Casey him-4
self? bad‘sbeenijudgédfré:xﬁbhsible'ifoz‘?
isleading investors in a farming e,
Pany. i e B s e S
This.sort of publicity is exactly what
the : agency;:wwhich:iissti]]- ‘récovering"

2 &

from the scandals-of the"1970s, ‘doesn't
& : n't
reedEi Uiz ani L n . s

:  3gainst - Mr. " Hug
wwere. made by former’ business’ assoeis.
ates and, Have not bedn proved. But an;
°crganization whose-bread and.butter, is
catefula’;_invest.igatiom,f-and;l'éxiéljgisé
should not- havestoctead: in. The Wach.:
igton: Post thatlits top spy is suspecteq
of finaneial funn " businéss IEit turns
out that the revelafion Was Arrahghd by
Mr” Hugel’s JealousTsubordinates, the
agency, will appé mndisciplined a8
vellasiinept oo iy; R Wt

Thetother question'that congressional
oversight‘committéesishould, pursueiis
why Mri'Higel was ¢Hosen in the firet
place. He'was a"sﬁé&&“;fﬁlfbusiness‘manﬂ
a friend of Williain Loeb; the- reaction.|

ary,New -Hampshire publisher; and*ai

mer_xibé_p; a'i,-.»thef Reagan:campaign “ors:
ganization.: But: her hadino backersind:

in intelligence-worltwiam: Gk 35me]
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new black eye for SIA
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Mr. Casey’s theory«was that an out-
sider might have a healthy influence on!
an outfit that sometimes resembles an.
Eastern college club. He- surely could
have found an outsider, however, who 1

~4As for Mr. Casey, a' federal judge’ Al
- decision in a.civilisuit raises questions
-as. to:>whether helis the- figure of
- unquestioned ’ rectitude "needed " t6 “re-
- store.the.morale and image of the CIA.
" According to the ruling;Mr} Casey and
‘otHer’directors of d’company, knowing-
lygave false and misleadi
“'tion to investors % 250
w..»Mr. Casey does have broadexperi-
ence in business and government, .and
served -in the Office of Strategic Serv-
ices in World War I1. During the Nixon
“administratiom: ‘hevheaded: the Securi-
Hes and Exchange Commission. . - o
_.iBut-he’has-also" béen’involved  in]
:"legal”and politicalicontroversies stern’:
ming from both his: business‘activities
..and his governmeng sérvice during the.
‘. Nixon“years. They do*not’ appear to
~ have been. well .covered during..his

* 7 -

Senate confirmation hearing. ;- -5 -
... These types of problems; especially
- whenicombined ‘-Withfvthe"ugly:.stories;
. about.-former, agénts” engaged 'inthe’
+ illegal Weapons trade} ¢an only blacken
the CIA's other eye. Before things get
- any worse, the President and Congress.

need to

» think ‘about 4’ change-in man-

agem??‘:}:‘? ‘ AR : o
e dImos Ediig\;;_%a

) - bt
. N N o]

71

OlAl

e

|
|
nt |

"The:tHugel :bombshelifwas. not..th
QR aLY SO » .:ﬁc;:'~1s; raadanartar

BaAC

PPN




Approved For Release 2005/11/28 : CIA-RDP91-00901R00040018QQO

BOSTON GLOBE
16 JuLY 1991

vt

T3

Reagan backs
EAE: Y q» w
UIA director

8y Curtis Wilkie
Globe Staff o N
WASHINGTON - Even as President Ronald-
Reagan was professing “full confidence” in ClA
Director William J. Casey yesterday, he was.
confronted with the first full-blowntmbarrass
ment of his Administration. T
Hours' after Casey’s hand-*picked " chief
clandestine operations at the CIA, Max Hugel,”

RS

N

hie ,_oﬁ ;

resigned Tuesday after-allegations arose that he

was involved in fraudulent stock market activi--
ties in 1974, the White House was. hit' by the -
news that a federal'fudge had ruled thar Casey'-
misled tnvestors’Imanother stock: offéring In;
1558. Ty T ey ;
In both- cases, the White House“learried of”
the charges as aresult of newspaper inquiries..
Both Casey andHugel cleared government’ ses’

. A R I T
it WLy

curity investigations eariier this years
“Althoughethe decision against Casey I a
civil lawsuit was delivered by US District Judge !
Charles E. Stewart in Manhattan on May 19, |
the White House did not léarn about it until the |
. hews broke Tuesday afternoon in the New York |
Daily News, following Hugel's resignation. - - -
) Deputy White House press secretary Larry
. Speakes said yesterday that Casey “presuma-
- by knew about the decision in his case, but !
fiad not told anyone on the White House staff
- gbout it for nearly two months. = s’ - LT
¢ The judge found that Casey and other offi-.
- cers of a now-defunct firm had Tomitted and
misrepresented facts™ in an offering for shares
in an agricultural company. N B
Speakes said that Casey had told Fred Field-
ing -~ now White.House counsel,~ of. the case
earlier this year, when.F lelding was investigat-,
ing potential conflict-of-interest cases involving
Reagan’s key appeintments. However, the Pres-
ident did not hear of .the case or the decision .
against Casey until Tuesday afternoon. -
" Reagan's response,.Speakes, said, was: [
have no problem with that.” The:President in-
structed.his spokesman to say that he retaing
- full confidence™ in Casey. .- o5 0. I
However, the case created a new problem
for Reagan only a few hours after the Presi-"
dent's aides. were expressing pleasure that the
Hugel matter. had been “*handied Guickly."™: ;.
Hugel - offered . his. resignation.. Tuesday.
jmorning, shortly after the. Washington Post |

o LA

dogged - -with¢ 1
Approved For Release 2005/l iﬁﬁ'&ﬁﬂﬁgi'

-published allegations:that he had-

-improperly provided: inside infor-

mation to stockbrokers in 1974 in
order to stimulate sales of stock in

- an electronics firm he owned at the
time. s

1= 'In coatrastito Hugel's fast
{ “departure, the €arter Administra-

< tion hemorrhaged throughout its
“first summer four years ago over

s charges that. its budget director, ;

_ Bert Lance, had illegally manipu-.

- Lance resigned.

v . .

Reagan’s'top aides were report

‘ed to have been" eager to obtain-

" Hugel's resignation, but Speakes
~indicated that he quit before he
“had to be asked.to do s0. .

: “The White House first learned of.
Tlugel's troubles a.week ago, when
Fielding wasitold ‘by a- “third -

‘person,” ‘according to David Ger-

gen, a Reagan.assistant. The mes-
sage was apparently triggered by a:
-Washington Post investigation into
‘Hugel's background. [
After the word was passed to
James A. Baker, the White House

‘chief of staff, a meetingwas set up .

“with Casey and key members of the
Reagan team. Most of Reagan’s ad-

“visers had already expressed mis- -
. givings at Casey’s appointment of
- Hugel, an intelligence neophyte, to -

-a high CIA position. .. i,
‘his staff from the impending bad
news, was finally told of the allega-
tions against Hugel at the “close of
business™ Monday, Gergen said.

Reagan, who:was shielded by

At the time, Reagan expressed

“faith and trust in Casey’s ability™ | -

at-the ClA-and said he was doing
“"a first-rate job,!” Gergen,said. -

Casey,- a former head. of - the:

>Securities. arid Exchange: Commis-
sion,.was chalrman of the

campaign last year. 7 (7

- After*learnin g

cagan -

of Caseif_'s own |

‘court problems Tuesday afternoon, -

Reagan “elected not to ask Casey to ;

|

‘step aside,” Speakes said.. - )
- The 'White House spokesman
said that Reagan was satisfied that
the CIA had not been damaged by
‘the revelations. -'I.think we have
high ethical-standards in this
Adminlstratio_r_n,’,', Speakes said. - ...
. Howeveriiimembers of the
‘Reagan Administration have been

.versy at the CIA# jo

L8

STAT
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" ® Shortly before the election Ia;
fall, Richara V. Allen - no

!
{
N
H
]
t
i

- commod:ties
'butterfly
“speculating designed to avaid taxes

Reagan’s national security advis-
— resigned from the campalgn afte
the Wall Street Journal ported the
he had used his connection |
Richari Nixon's White House t
pass on import-export informatio
to Japz nese business associates.
B E-nest W.. Lefever, Reagan’
nominee to become assistant secre

¢ tary of state for human rights, wa
_ D e e : ; 1 rejected by the Senate Foreign Re
‘lated ‘his Georgia ‘banks ,_»bemr,e rlations-Committee Jast month:an

quit his quest for the job..In hi
‘confirmationhearings, it was. dis
closed that Nestle Corp..contribut.
ed to-a research institute Lefever
once headed. The institute defend
ed Nest!s's poliey-of marketing in
fant formula in developing coun-
tI’ieS. - e ';J‘.. . A o 1,‘? o

- ® Inierior Secretary James G.
Watt wzs assailed in his confirma-

“tion heurings because the Moun-

tain Stztes Legal Foundation he
once headed was. supported by
mining, »il and timber interests,
The foundation had sued the In-
terior Department to gain access to
public iands barred from them by
the government. Watr agreed not to
participate in any littgation be-
tween h:s former foundation and
the Inter or Department. <+« #i 5.
® Treasury Secretary Donald T,
Regan faced questions during his
confirmztion hearnings over a
.scheme _called - the
straddle™ ~ a method of -

— Which Merrill Lynch & Ca, recom-
mended to same of its cusftomers in
the 1970s. while Regan was chair-
man of th» invéstment firm. Regan |
said he never used the method hir-
self, and Jented that he had ever-
recommended it to any customer of-
the company. .. . " o

S 5 rmm,

el IOV

01800071



.that disclosed cloak-and-dagger

JAEEY
ON PaGE_ A-10_

- What the Reagan administra-
tion and the Central Intelligence
Agency didn’t need was a scan-
dal. -

~ As the first Republican presi-
dent to be elected since the tribu-
lations of Watergate forced the
resignation of Richard Nixon,
Ronald Reagan must be particu-
larly sensitive to allegations that
reflect negatively on his adminis-
tration. The CIA, its reputation
damaged by Senate investigations

improprieties abroad and at
home, desperately needs new
successes to re-establish its repu-
tation and credibility as an intelli-
gence-gathering agency.

The allegations made against
Max Hugel, deputy director of the
CIA’s clandestine service, are a
major embarrassment to the
president and to William J. Ca-
sey, the agency’s director. Hugel
has resigned his post, one of the
most sensitive jobs in the govern-
ment, after being accused of im-
proper or illegal stock market
practices. ST e e

Hugel has denied the allega-
tions, made by two former Wall
Street  brokers, . Thomas - R,
McNell and his brother Samuel,
that he participated with them in
a series of prohibited practices
that’ deceived “other investors.
The McNells have backed *up
their charges with tape record-

o

ings and documents reportedly:

showing that Hugel provided
them with “insider” information
on his company, Brother Interna-

tional Corp., in advance of disclo-

sure to other investors. and the

general public. HipRioxeshFey Belea

noi

. sult with the- White House when
. he-hired Hugel as a deputy direc-!

/

16 July 1981

cused of improperly funneling
funds to the McNells’ security
firm, the principal trader of
Brother International = stock,
through loans to Samuel McNell.
While all of this is alleged to
have: happened before . Hugel
joined the CIA, the "disclosures
made-his continued service with
the agency impossible. CIA em-
ployees are supposed to be above
reproach. Marital difficulties and
financial - irresponsibility ~ are
grounds for rejection. The agency
also screens out job applicants
who may indulge in marijuana-
smoking or homosexuality.
Casey’s judgrnent must e
questioned. His placing Hugel in
what is considered to be one of|
the most sensitive posis in the
government was wrong from the
outset. Hugel was not especially
qualified for an intelligence as-
signment, particularly . one in
which he directed the agency’s
worldwide network of covert in-
telligence agents. o
Casey reportedly'did not con-

tor. Hugel and Casey were on the
Reagan-campaign staff and have
been  friends for a number of
years. Casey’s motives in naming
a friend to such a highly sensitive
job are understandable. He want-
ed someone he trusted. But the:
covert operations post traditional-
ly bas been held by an intelli-:
gence professional and is not ap-
propriate for a political appoin-|

The CIA’s security investiga-|

ﬁo&gﬁﬁffiﬁg?l‘hﬂiﬁbﬁﬂ

n§thing hegative, even

ough
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Thomas vicNell claims he tr
to contac- the bersonnel direc
of Reagan’s transition team
warn him about Hugel’'s ba,
ground. McNell’s calls were 1
returned and the CIA, which 1
a reputatinn for thorough perse
nel checks, completed its pro
of Hugel’s background in just s¢
en days without uncovering ar
thing adverse, Significantly, t
CIA security investigators did n
conduct i required intervie
with Hugel concerning adver
information and inconsistencies
Let us hope the inept handlir
of Hugel’s security investigatig
and Casey's poor judgment ar
Lot examp'es of the Xind of pe
formance we cap now expe
from the CIA. These are times i
which our sovernment needs a
curate and perceptive intell;
gence reports analyzing world de
velopments The CIA is one agen
¢y that must not be politicized,

R#80400180007-1
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Several Senators

Wagh Casey ?mbe

- are considering ‘whether to investigate the past-

- Casey, including. possxble mvolvernent mth fugx-

/. ing with colleagues after noting that one company

- tween.1968:and" 1971 was controlled by Investors
-Overseas Semces, “the ‘mutual - fund :Vesco. 13
. charged with looting for more than’$200 million.

" IIT, a Geneva-based mutual tund

'New York.ruléd in. May that Casey had misled -
- Multxpomwmvestors by not telling . them that >

. large amounts- of the company’s assets were bemg
_used to guarantee his own mortgage: 7"

: four top-level jobs, and durmg his’ hearings has’

_ been asked about his role in urging the Securities °

"-and Exchange Commission’s chief 1nvest1gamr
~Stanley Sporkin, to postpone a Vesco probe..

John N. Mitchell in 1974, (,asey, as a prosecution "
- witness, said that.while serving as SEC. chairman -
" he asked Sporkin to postpone taking depositions-!

B

~ quest. Sporkin left the SEC this. year to serve s ..
: "_Chlef counsel at the CIA emE s

'Am..) confirmed-that.the senator yesterday after-
noon began exploring whether-Republicans, who
. control the Senate-‘vnll authonze funds to conduct.

WASHINGTOM POST
16 Juiy 1981

. By James Coates,
1' .- ChicagoTribune ,' :

Memhers of ‘the Senate. Judiciary. Commxttee

business. - deahnos 'of CIA - Director William .J.

tive financier Robert Vesco. . B
Aspokesmansfor Sen. Denms DeConch (D—

that joined Casey in: a farm product’ scheme be~

108 reportedly’owned nearly 10 percent of the
company, Multiponics, through an 105 : subsxdlary, :

‘It was disclosed Tuesday that a federal Judge in:

"Casey has-been  confirmed by the: Senate for\

During a trial. of former U.S. attorney general

in the- Vesco-case-until after- the-1972-election:

Casey then admitted that he made-that requ%t

: on the same day: Vesco donated: $200,000 in cas :
' to President Nixon’s re-election Committee. ' 7. ¢
Sporkin has- testified since that. nothing im- .

proper-occurred, because he refused Casey's re-

STAT
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President Voices ‘Confidence’
In Casey Despite Accusations

16 JULY 1981

i

3pecial to Tha New York Timee

WASHINGTON, July 13 — President
Reagan today expressed “‘continuin
contidence” in Willlam J, Casey, the Di-
rector of Cantral Intslligence, despits
two saparats accusations of stock fraud
that resultad in a court ruling against
‘I;JIr. Casey and the reasignation of hia top

aputy, & ) ¢

ngQr Whits House official aaid Mr,
Raeagan talked with Mr, Casey, his for.
. mur campaign dirsctor, this mormning.
The President’s axpression of support
came aftar he listened to Mr, Casey’s
nceount of the tourt case and the cir-
cumatances that led yseterday to the
rasignation of Max C. Hugel, ancther
Reagan campaign official who served
as the Deputy Director of Operations in!
theintalligence agsncy, R '

Mr. Reagan also later expressed.
amazement to another alde that the:
presy was interssted In the ‘‘nld news™
that Mr, Casey was being sued in Naw
York oncha
?m inanagricultural firm, Multiponics

ne, . . ’

Say President Was Not Briefed

But Mr, Reagan's advisers insisted
that until the present controversies
areses, Mr, Rsagan had not been brisfed
ahout the charges against Mr, Casey. .
Tha 88-year-ld Director of Contral in~
telligence had noted that he was a de-
fendant in a stock suit in the disclosurs
forms he filled out before his appoint.
wient and the matter was reviawsed b
Fred Fielding, the White House counsel,
according to Lairry Speakes, the dnput%
White House press secratary. :

However, ‘it would not have been rou-
tina for Plelding to have brought this in
tha President’s attention and he did
not,’’ another adviser said, Since the
auit is a civil matter, he sald, “'it would
not have baen a bar to appointment.”’

"Ihe Reagan adviser, who asked not to |

be identified by name, alio said that no
one fauited Mr, Casey for not informing
the White House that the Fadaral Dis-

23 of having misled inves.

- job that many Administration oificials

| Judge Charles E. Stewart Jr. held
| that Mr. Casey, a3 secretary and a main

" investor in Multiponics, participated in}

an investment offsring that “omitted
: and misrepresented {acts’’ to investors,
‘XMr. Casey's lawyers hava asked for a
peargument of that portion of the case,
“ Mr, Speakess noted today that the ques-
“tion of the suit came up in 1973, when
i Mr, Casey was coniirmed as Under Sec-
rotary of State Jor Economic Affairs and
again when he was confirmed in hia
present job. “They are part of what we
knew when Mr. Casey was appoined
.1A. director,” Mr, Speakes said ot the
lagal matters, A
Reagan Asks Why It Is News

“Why are they bringing that up
now?"” Mr Reagan was quoted as asking
this morning when informed of the ques-
tions about Mr, Casey. *“That’s old
news.”

As they expressed confidence in Mr.;
Casey, however, Whits House officials
made no atternpt to hide their relief over,
Mr. Hugel’s speedy resignation from a

though him ill-suited for.

“We've never made any bones about
that,” one official said today.

Mr. Hugel resigned after publication
of accusations by former business as-
sociates that he participated in fraudu.
1ent securities transactions in the 1570's.
White House spokesmen insisted the
resignation was voluntary, but it came
quickly after Mr. Casey was told yester-
day that the matter needed to be settled
belfore Mr. Reagan's visit to Capitol Hill
for a lunch with Conressional laders.

Mr. Hugel, a former electronics com-|
pany executive, had no experience to
quality him for a job normally held by
professicnals in covert operations. But

Reagan aides tolerated the appointment!

trict Court in Manhattan ruled againss
him and his co-defendants almost two!
raorsiha ago, on May 19, ]

4001800071

because ha was a {riend of Mr, Casgo'a.
“Ha's intolarabls any place in the Gov-
srmment,’’ & senior official said of Mr.!
Cassy's hiring of Mr, Hugel without
White Housa approval, *It wa3 a silly
thing todo,”’ -

However, sven oiticials who wel.
comed the Hugel -esignation wers.
united teday in saying neither that ap-|
pointment nor the court ruling had hurt!
%r. Casay's standing at the Whits

ouse. . ;
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the agency’s” spy‘t;;networ'.».. ; z
' conservatlve-» pa— e
. *meant 1o - help « responsible for mtelhgencecathenn

strengthen the. CIA‘” ‘and promote a ~around: theglobe and‘for the agency’s i

favorable image: of :it:
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. - IA Dlrector*Wﬂham, ‘Casey

" ST Tollows. the examiple of -
g his protege, Max ' Hugel ‘who :
; re&gnecL under,.}a wcloud -of -

. That's sound3
triotic advice;:

MF ' Caseyls unfcrﬂtveble ‘failing’

: that he has<showi: grossly- bad! judgis

e He - dumbfounded - colleagues

’ last: May :with his decision )
- 'Mze-Hugel, an old’ chum, ‘chief’of the.™

" CI&’s clandestine-service;: one.of -the«.
*most _cructal and sensitive “jobs in

K| ,m and top .- White: Houséy officials
“ over the appomtmentﬂeMc

povemment After-heated- protests by-

B wn:mued to- defend his choice; even

--wmmg‘" :

-letter~of: '"explanatmn ‘10
Premdent Reagan. s

-"th the case aoamst \Ir Casey‘ itis -

-of..only . secondary unportance that -

inbfyzmxswd ‘investorsina $3
‘mndq'axsmg“eﬂorf“forh - NOWX
4 O

R auegauons 'surfaced -this. week (and
lwere pubhshedwlmthxs—newspaper) L0
the~effect::that:Mr.-:Hugel . and “his-. -
- _busihess’ partnersprofited’ fromesome”
xnmde-mformatmn he Ieaked about.a:

r?._‘ _mdge recent!ymxiedf that’ Mr Casey

Approved For Release 2005/11/28

- Casey

-Casey, the head of one of the-most

:-ought in someone pat:
. posts in that.agency.It's a postithat’s
most controversxal act1v1t1es_-~covert

: Con51der the‘fact‘ that ‘\Jt Huc’el‘s
only “intelligence  background Fwas

appoint. some post-war work with “the Army in

Japan:-Asstreetwise . native- of Broek-
. lyn and reputed self-made millionaire;
- Hugel reportedly acquired a fortune

in- busmess ‘dealings. rather brisklyz!

insider. busmess deahnos he;den!ed
them-but Tesigned anyway:

Mr-'Casey would do welk to-do theA

same. He’d save both the agency and
the administration considerable’ em-
- barrassment.. He has already ermbar:
“rassed:the administration; to hang on
wouldmnly -prolong: the*damage e

=After ¢ years: - -of ._eroding” public
cunfxclence in the CIA and the” TELRI
ing: loss .of effectlveness ihe-agency
has: “'fmallyw begun regaxmng stature

=T

Casey s quxck resxghatlon” 1
=% should ) reassure the natlon that‘ the

: CIA-RDP91-00901R000400180007-1

" What's truly- mﬁpdffarit is that-Mr. .

. mnportant and sensitive agencies mj
< government; &
' emtly lacking in qualificatinns for one-
~of the*most important "and seisitive”

l

~
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Dpying and politics

Filling top CIA posts is a hazardous
occupation for the Reagan administra-
tion.

- 'I'hat point was brought home this
week with the disclosure that Deputy
Director Max Hugel has been implicated
in illegal stock market practices in the
~ mid-1970s. Though claiming innocence,
- Hugel quickly resigned his post in which
he presided over all’covert operations.
" 'CIADirector-Wil-

~while, is involved
el ¢ | “In aiseparate law-
~7| suit in which the

“judge has “already

“and his business

‘{1 resented facts to
. |.rinvestors in 1968. )

17 These _develop-
‘| ‘ments-are highly

: =54 -the agency and to
CASEY = theReagan admin-

N - 7. Istrationy The CIA.
has enough real problems . internally
- without having these burdens imposed
from the outside. Even if Hugel is cor-
“rect in asserting that he has been
“blackmailed” by disgruntled former
business partners, a top:CIA adminis-
trator cannot.afford: even the

ance of being so-compromised. 755",
But- it isn’t just-w:qe
compromised.. Eiven b
tions surfaced, the:app
. ey and- especially {Hug
posts had raised eyeb

ton..n s Fii
. Consider their; backgrounds. ' Before
going to the CIA}L-:C;iSey;headéd'ERea—
gan's presidential campaign and Hugel
. was his trusted leutenant. Both were
- wealthy businessmen.. Though Casey

ET Tk <\ ¢ |-Ham Casey, mean-

“ruled that'Casey -

.| partnérs.misrep-

' | embarrassing to..

appear-

uestion: of ‘being .
efore these allega-

Cl ity of the United States deserves, inde=d

STAT

!

had worked for the Office of Strateuice
Services during the war and Hugal nad

done some intelligence work for he. |

army in post-war Japan, neither ruan

had extensive knowledge of governme-nt. -
intelligence operations. Why were they

appointed? Not only because Reagan

- presumably thought they could do -he

;{oli(;ic’?]f%.l]iés of the President’sy
»Must*the CIA bécome a prize-i z
political payoff stakes? Does the agency=.
which: oversees our worldwide intelli-*
gence:network not belong in the hands..
of experienced professionals who :we -
rernoved from-pressures of politics? .=
"Reagan of course is-not the first i)'re:si?f
- dent:to intrude politics into a top CIA
appointment. President Carter; to nane-,
one, had attempted to placate the Kon-
nedy wing of his party by nominating
_.Theodore_Sorensen for the CIA:dir-c. ]
torship. The Senate didn’t buy it, cor- |
rectly’ noting that- Sorensen, a- gifted
. speech writer for John F. Kennecy,
knew nothing about the spy business
*_In fairness, it must be mentioned th.at
- CIA directors who have risen throuvh
the agency’s ranks do not necessarily
spell success. Richard Helms, a career
‘man, pleaded no ‘contest to federal
charges of lying to 2 Senate committee.
ButHelms was- probably right .in -his
assertion:that .the CIA abuses tver]
‘which he-presided weré fully condoned,
and ‘sometimes ; ordered, by the presi-
dent himself. S H
;»The Helms-example, in any case, of-
fers no brief for making the CTA a pawn
in the political payoff gamé, The securi-

“job, but:also because they were trus-ed 5

t

~ demands, better. President Reagan has:
- already moved quickly-to replace Hugel
~* with a career CIA officer. But.'hé must,
give broader assurances that spies and

8‘:‘

politics won't be mixed. ...
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Washington (News Buraau);The
CIA found itself embroiled in un-
wanted controversy again yesterday,

with its: director, William J.:Casey,

facing a federal judge’s ruling that he

knowingly misled investors m a busx- L

ness venture 12 years ago. s~ -
.The intelligence agency, which has
a rocky history, was supposed to stage -

a major comeback under the encourag-- -
ing hand of the Reagan administration: |

Both Casey, 88, and the CIA declined
to comment on  the judge’s ruling,

nal—matter. Senjor White House aides
_insisted that Casey was not in any
trouble with President Reagan. ...
Deputy White House Press Secret-
ary Larry Speakes said yesterday that
Beagan had told his top aides, “I retain
full confidence” in Casey. o
Speakes told reporters that “these
matters cameup in the past, as far back
as 1673. They’ve been the subject of at
feast one and possibly two - Senate

nearings. They were part of what we :
knew when Mr: Casey was appointed to -
_ investors in a New Orleans firm called

Multiponics Inc., of which Casey was

the directorship of the CIA.”

SPEAXES SAID HE was “reason-
ably sure” Casey referred to the case
on forms filled out before he was.
nominated to the job. -

. “This is a matter still m the courts

~ iracts of uncleared-land, Stewart said..

7~_said it would be: inappropriate for
Casey to comment at this time. Jacobs:

" Hugel, 58, a New Hampshire business-
which involved a civil—not a crimi--

. Judge Stewari’s 18-page ruling,
which was made public Tuesday, came

- acquired by the company, two were not

and sub]ect to appeal so I shouldnt
comment on the ments of the case," he
said. i

“Director Casey has done an excel-
lent job with the CIA . Speakes said.
Casey’s - attorney, Arnold Jacobs,

said the judge has been asked to recon-
51der the ruling. = 7 ;]

“ Casey’s problems surfaced just as’
h;s handpicked CIA"spymaster, Max

man-politician, resigned as deputy dire-|
ctor of operations in charge of clandes-
tine activities because of allegations of
stock manipulation. -

Casey, a top aide” in Reagan s
successful presidential campaign,
headed the Securities and Exchange
Commission during the Nixon ~admi-
nistration. He was accused by Federal
Distriet Judge Charles E. Stewart Jr. in
New York of misleading stockholders.

in a 1974 class-action suit filed. by

an officer and dn'ector

IN AN EFFDORT to raise capital for
the firm, Casey and the other defen-
dants issued a stock-offering circular
in October 1968 which said the com-|
pany's assets at the time included
seven.operating -farm units and two

But in September 1969-and July
1870 statements filed with the SEC, the
firm stated that “of the seven so-called
operating farming units, two were. not
operating at all at the time they Wwere

operating other than sharecroppmg
and one was operatmg at a loss,
Stewart wrote.. ...

Stewart still must rule on whether
the investors relied on the offering

0130007-1

TAT

circular to buy Multiponics’ securities

and therefore are entitled to damages. |
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head in scondal

W DRESIDENT Reagan voiced “ full confidence”
M his embattled Central Irtellizence Agency
director, Mr Willlam Casey, vyesterday amid a

STAT

deepening  scandal sur-
rounding the - organisa-
tion. '
The CTA chief, who pro-
mised on taking office. to
restore © “honour. and
respect ' fo-ithe American-
intelligence service>, is him-

self  accused . dubious
bxmness prac xces in_private
llfi SO Sy ""?}‘ﬂ‘ ':v«-(' -

I}

They chafge concerning  Mr
Cusey, 638, is that he Kknow-
ingly misled investers -in . a
now-detnact farming- company
15 yrars ago. It is less serious
thtan the fraud: allezations: that

led to Tuesday s fall of Mr Max~| instance.”

Hugel, the CIA Deputy Direc-
tor in charge of all ddndetme
ac tivities. -

Tut, mm‘omed thh douht as

to the |u(ldment shown by the !

CTA chief in appointing Mr
Hugel i the frst: place aund
re pnxts that.Mr Hugel’s screen-
ing on joining the agency had,
heen ?erfunctory the accusa<
tion . :hassvdone | nothing to
unpmve Mr’ Casey s reputation.

ARSI ‘confidence ’

Hen-(,e the VWhite House effort
to: bolster the CIA director’s
image. Mr Larry-Speakes, the
Pu—“sulwnts spokesman, quoted
Mr Reagan as . telling senior
officials: “I retain full con-
hidence jo. the € LA director.”

Mr Caseywas- alleﬁed by a
New . York ..judge - in alittle-

noticed ruling< of -May 19~ to-
have-jomned seven: other ofﬁrers .

of @ New Orleans farming com-

pa'nj named Muk tipoaics Ine in .

“omitting - and misrepresentiag-
facts ¥ m an mvesrment offer. -
mzr - - <

e dl[‘ECtOI‘: Tawyers a|e
appea!mg against the decision,
witich - was: described by one
Washingtonr legal expert as
arising from- the- kind of : law-
stit " brought by . disgruntled
investors' -that "any‘ business-
win-lawyer might run into jp
Ju- course of his career.”

The White House  said the
Imm*m nvolved in the New
York ruling had been examined
during. . the Senate hearings
eurly- this year on Mr (nseys
romination - as. CIA .chief.

But behind ofﬁcml protesta-
tions of faith Mr Casey’
-.‘nere is no mlstakmg the con-
cern felt pcivately by White
House* officials -~ ‘and ~Bot-so-
:privately on. Cap1t01 Hill.~

r

SR T
;.. Caused coneern’
F""a*"m Daniel- lMoynihan,

{ Derr;gcrat New . -York, a

-member of ‘the Senate Intelli-
gence Committee, said: *“The
appointoient  of  Mr  Hugel .
caused~ apprehension in the
Senate as it did in McLean”
the. Washington 'suburb whrc‘x
is the ‘home of thP CIA head-
: quarters :

-2t His re>ignanon “causes dis-
may. The ageacy must ask it-
“self how- it failed to learn what
the WasHINGTON PosT learned.’
The Administration must -ask |
itself how it allowed this dis-q

| aster to come about m the ﬁrst

.The mnewspaper followed. up
its disclosures that lead to Mr
11 g that the security investiga-
'tloa: at-the -time of his appoint-
jmznt had been, cursory.

It claimed--its mvestwatlon
;of Hugel appeared to have been
‘a hnrryuo seven-day job that
‘fm[ed to sound evea a mild
‘alarm - about  his. - complex
bu5me<s c’reer. - .

{
i

Chosén by Casey

Mr Hugel was not a Presi-
dential  appointte. He was
chosen by Mr Casey as an old
and trusted friend of 20 years
with proven manadenal exper-
tise. .

_He. started work at the CIA
on-Jan 21 as a special ascbtantq
to- Mr Casey. On March 6 he}
was: promoted to Deputy Divec-
tor _ter Administration befcre
“his appointment to the highly
semsitives job of Deputy Direc-
tor ‘for- Dperations but. was "a
complete ueophyta to mtelh-
jgence work. :

The Post Qalcl that secuntv'
rlearance had been given to Mr
Hugel dfter inquiries which
produced * not a hint of Hugels
ivolatile relationship® with hla
1f0rmer business »~ asscciates
Thomas and Samuel McNeil.

The Mc Nell brothers went
to- the newspaper with allega-
tions that Hugel had ]omed
{ them in improper and perbaps
}ﬂleval Stock .Market practices
' to  improve hls own " frov’s
shares. -

’ They did so, they said, after
1
|

telephoning the White House
regarding Mr Readan appoiat-
oients.

©- Mr Hugel was asked why he
had. not told’ the. CI A security
inspectors of the- business dis-
pute and replied, according to
the Post, "I did not thun& it
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Seems Slighily

' S T
... The most. reveal-
“ing aspect “of the
r. Max Hugel affajr
i 7~ may have been the
“* role of Ronald Rea-
gan, which was es-
sentially passive,

The president, it
~ turns out, was pev-
" er told-abont the
““problem™until.the
“night- before it .was
=rsolved”. by Hugel's

resignation. * “That
3 £~ - was the case despite
' ‘the-fact “that “the
e -White. House- chief
?:%mm of staff,"James' Bx
ker, and cotnsel, Fred Fielding, had
been aware of the situation for at
least four days and had held several
discussions about it with Hugel and
CIA officials. ST
1t’is true, as the White Honse took ;
pains to point out, that Hugel was an |
appointee of CIA Director William |
Casey and not of the president him-,
self. But it is equally true-that hey
held one of the most sensitive postsy
I government as.director of the
CiA’s - clandestine- operations.- You |
might think- Reagan would like to]
have known if there was trouble
brewing there... - A
The attitude of those on the staff {
Seems to have been that there was i
noneed to bother the president with-
such a detail. And, technically; that
is probably correct. - : . . 1t
But, in one sense, this was not an
fsolated incident. Instead, it was an-
other case in which the White House
projected an image of a president so
far. removed-from- the nitty-gritty

[ RSP

gan does all day.- + - ... .,
The Ernest: Lefever case is. an- !
other .example, - Throughout -;thef

. Weexks that controversy boiled in the i

Senate and the press, Ronald Reagan |
Dever met him. Apparently he was |
simply not cutious enough to per-.|
sonally meet with the man he had |
nominated to be assistant secretary |
of state for human rights. . -
The White House answer to criti-
cism of such incidents makes some |
obvious sense.. We have; just spent

entirely too muc HeVE
S0 much that he conveyed the ims;
pression he'couldn't see the forest.|

T'bat reputation was one of the fac-
tors in Jimmy Carter's political de-,
mise. - |
It now seems reasonable to won-
der,. however, whether the new
Administration has not gvercompen-
sated for this failure-in the ‘presi-
dent’s predecessor by isolating him!
from decisions that he should prop-
erly make. ~. . lyepsd A e i
The political risK in this kind of!
policy lies in the possibility it will:
feed suspicions that Ronald Reagan!
is not only functioningh_a_s‘a‘chz‘zir-?
man of the board”but “one - who)
doesn’t attend many of the meetings.
The picture we are getting is.one of
the president: Spending:an: .inordi-
-nate amount of time riding horse-
back or chopping firewood or:what-{
EVer. It e U b o o
‘That image: has been, reinforced;
moreover,.by Reagan’s continuingi
problems at his press conferences.,
In the first of those; when he hadj
been in officeranly a few-weeks, he;
could get-away with vague answers;
tospecific questjons. Nobodyexpects:
a new-president to be an,instant ex-1
perton every issue; on the-contrary;|
it is refreshing to ﬁnd-onegwho_ad-_,
mits to human fallibility, «; . -~ ..
But that period of tolerance may |
be running out. The president was ;
subjected to considerable criticism
for his performance in his first press,
conference after his recovery from,
the assassination attempt, particu-,
larly on such things as. his. mis-,
statement on the nature of the mis-,
siles Syria has placed in Lebanon. .. |
Reagan is not the first president,
of course, who seemed to function
above the rabble. As his advisers are;
quick toremind everyone, DwightD.:
.Eisenhower ceded a great deal of au-;
thority to Sherman Adams and spent,
a lot of time himself ‘playing- golf.
And that turned out all Tight. -5
- Thatis true-enough, but.there are’
Significant differences between the |
situations of the two presidents, For :
one thing, the issues- with which |
Reagan is ‘dealing seem .far more :
pressingthan did those confronting :
the nation-2S years ago:For another,
Eisenhower had a long history of in-«
volvement in national security mat-
ters that was far more Teassuring,
‘than Reagan’s limited experience. i
No one would suggest that Reagan.
isn't functioning as president or that i
he has delegated so much authority !
‘that he has become a figurehead. On"
the contrary, all of those. who have
worked for him and known him well ;
over the years agree that he is in-,
Sistent on making the important de-

i

‘ta him

Politics, howey er, 15 the business

“of perceptions. And the presidents |

credibility and firture eftectiveness |

ception that

-can be greatly diminished if the per- :
flovrishes across the |

country is one of 4 president who is

the details.

rity initiative showed, the voters
ways know- whorp to blame.

: P ; : :cisions himself. And. the Taen ¢ 0007-1
four years with'a president &;’gﬁ?ﬁbleam 20054 Hﬂfu&ﬁ‘sgﬂ?ﬁﬁ? %-@?01 R00040018
" makeeither the predictabls decision
.or the one his advisers recommend |

ot keeping in touch with enough of !

€

As the reaction io the Social Secn. |
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ESpies: Cnoose wit

The Reagan administration has acted with
appropriate dispatch in accepting the resig-
nation of the CIA's chief of clandestine oper-
ations, Max Hugel, after former business as-
sociates accused him of . improper stock
market practices. One of the accusers said he
had left a message warning the White House

-against appointing Mr. Hugel to the sensitive:.

post — but had never heard back.. Whatever

the circumstances, the lesson is to twhten up‘

on appoiniment procedurex-.;; By

For one thing. it is essential that all infor-
mation be unearthed that rmight subject a spy’
.chieftain to blackmail threats. Mr. Hugel re-
portedly now says he had received such

threats in the past, though he did not disclose-
be('unty_

them - “to the CIA durmLr hls
clearance. ~: """ -

A Reagdu ‘aide noted that ’\«Ir Huﬂel had

not been chosen by the Presldent but by Wil-"~
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.. gence officer John- Stein)
“undelayed resumption of authorized secret:
. activities
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ncare

liam Casey, director of the CIA. Mr. Casey
nimself is burdened by a {ederal court judg-
ment that he participated in an investment-.
venture involving misrepresentation. The rul-
ing is being appealed. Clearly Mr. Reagan —
and the public — must be assured that the

_head of US intelligence does not have chlnk:, :
-in his credibility. - - Ca,

In the Hugel case-the Rea ffan people un—
like some previous administrations,” are~nokt::

». : risking lingering damage by hanging onto an:

ofricial- under a- cloud. The accusations-
against Mr.. Hugel, which he has publicly de- -
nied, can now be evaluated on their merits, !

separate from political pressures. The swift”

apuointment. of a.successor (career intelli--
- permits the

that had been under Hugetl :
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The CIA does

it againl =

¥or our money, the smartest move Republi-

* can businessman.Max Hugel made during his
‘brief career as head of the CIA’s cloak-and-
‘dagger department was his decision to quit.

Hugel insists that the charges of stock man-
ipulation that prompted his.tesignation are “un-

~ proven and. untrue.”.. What” clearly “is frue, -
ithough, is that. however effective he may have
been as.a Reagan_campaign worker, Hugel had -
no experience atall in high-level espionage work
and no visible gualifications for it v, 7

In fact, Hugel’s original appointment seems to
us to reflect a serious error in judgment on the

- part of CIA chief William Casey—who himself is
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now contesting a federal judgMEeonclusion that
he knowingly misled investors in one of his
business ventures some years back.

Hugel's resignation has at least given Casey a
chance to correct his earlier mistake—and that
he appears to have done by promptly replacing
Hugel with a highly respected career intelll
gence officer named Joha Stein.

All the same, this whole uproar is bound to set
back President Reagan’s campaign tc rebuild
public confidence in the CIA. Because of the
agency’s monumental intelligence failure in Iran
and widespread publicity about its illegal activi-
ties in the '60s and "70s, Reagan was already
fighting -something of an uphill battle in -this
respect. And the latest revelation that a Cia

* security check on Hugel somehow failed to turn -
up any hint of the improper behavior of which
* he is-accused can only make - the-§2b, even
Ctougher iz o DT o et
After-all, if our spooks can’t-even run down
- the public'record on a U.S. businessman, what
kind - of 'dope can we expect from them about
what's going on in the Xremlin? N
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